Public 


lilates 


Volume 66 No. 7 PUBB September 29, 1960 


COMMON DOLLAR ACCOUNTING AND 
THE RATE BASE _— 
By Earl A. Spiller, Jr. y, x 


« » 


The FPC and Industry Contacts 
By Robert B. Eckles 


« » 


New Ideas about Annual Reports 
By Robert D. Yeomans and Willard F. Stanley 


« >» 


State Regulation and the Future of 
Nuclear Power 

































j 


: a. Nia, bo 
a 














Asi 
| eee 
; Aa 
| 0 i. es Cire 
ws -S@ 
Sa 
& & a 
Which Pioneer service do you need 
to complement your own staff? 
PuBLIC 
for fe 
private 
publicl; 
fair an 
discrim 
equital 
and, in 
free er 
DESIGN AND CONSULTING ENGINEERING SERVICES for the 
Pioneer specializes in designing power plants and offers design service for fossil he 
fuel, hydro and atomic plants. It will also assist in forecasting load growth, in - 
site selection, in purchasing and expediting of equipment and construction of an 
management. Pioneer’s other services include substation, transmission and editor 
distribution studies and design. endo: 
tion, 
SERVICES IN REGULATORY MATTERS bility 
Pioneer offers its services in all phases of Federal, State and local utility regula- _— 
tion, including natural gas and electric rate matters, certificate proceedings, 
licensed project accounting requirements, depreciation studies for rate case 
and income tax purposes, cost allocations and special studies. 
Subs 
CORPORATE SERVICES Cer 
Pioneer offers its services as business and management consultants; stock transfer 332 1 
and dividend disbursing agents; financial, accounting and tax consultants. Allov 
Sing’ 
a2 ; (26 
Write for Booklet ‘‘plonEERING NEW HORIZONS IN POWER” sions 
Cana 
Serving Electric Utilities and 
Industrial Power Users Since 1902 = 
. e ° 7 at | 
Pioneer Service Engineering Co. nih: 
Prin: 


231 SOUTH LA SALLE STREET e CHICAGO 4, ILLINOIS 







Ed tor-in-Chief ¢ EttswortH NICHOLS 
Editor ¢ Francis X. WELCH 
{ssociate Editors ¢ Nem H, Durry 
NorMAN J. BARATT® 

Georce E. TurNER 

Joun W. Hewitt 

CHartes M. Brucu 


A sistant Editors ¢ M. C. McCartHy 
M. L. WILLIAMS 


Financial Editor © Owen ELy 
Advertising Manager @ E. L. Cooke 
Circulation Manager @ E. S. STEvENS 





REPRINTS OF ARTICLES 
(200 or more copies) 
available on orders re- 
ceived within 30 days 
after publication date. 
Address 
WASHINGTON OFFICE 
for quotations. 





4 4 


Pustic UTILitiEs ForTNIGHTLY . . stands 
for federal and state regulation of both 
privately owned and operated utilities and 
publicly owned and operated utilities, on a 
fair and nondiscriminatory basis; for non- 
discriminatory administration of ‘laws; for 
equita ble and nondiscriminatory taxation ; 
and, in general—for the perpetuation of the 
free enterprise system. It is an open forum 
for the free expression of opinion concern- 

ing public utility regulation and allied 
ae It is supported by subscription and 
advertising revenue ; it is not the mouthpiece 
of any group or faction ; it is not under the 
editorial supervision of, nor does it bear the 
endorsement of, any organization or associa- 
tion, The editors do not assume responsi- 
bility for the opinions expressed by its 
contr: 5utors. 


Subsc iptions: Address correspondence to Pustic 
Uri, ::es FortNniGHTLy, circulation department, 
332 i ennsylvania Building, Washington 4, D. C. 
Alloy one month for change of address. 





Sing! copies $1.00. Annual subscription price 
(26 sues a year): United States and posses- 
sions, $15.00; Pan American countries, $15.00; 
Cana 2, $16.00; all other countries, $17.50. 








Ente’-d as second-class matter April 29, 1915, 
unde: the Act of March 3, 1879, at the Post Office 
at Isltimore, Md., December 31, 1936. Copy- 
right-d, 1960, by Public Utilities Reports, Inc. 
Printed in U. S. A. 










Public 
Utilities 


VOLUME 66 SEPTEMBER 29, 1950 





NUMBER 7 











ARTICLES 


Common Dollar Accounting and the 
0 ee ne Earl A. Spiller, Jr. 
The author believes that the return on utility investment 
is inaccurately stated if changes in the value of the dollar 
unit are ignored. 


The FPC and Industry Contacts... Robert B. Eckles 


A favorite target was the so-called off-the-record contact 
between commissioners or staff and interested parties or 
their representatives. 


New Ideas about Annual Reports 
Robert D. Yeomans and Willard F. Stanley 
Once upon a time the annual report was a perfunctory 
and often dry statistical summary of a company’s financial 
status and operations, but no more. 


FEATURE SECTIONS 





Washington and the Utilities .... 0.0.0... cso senceews 
Bi a er a 
Financial News and Comment ............... Owen Ely 
See SOND hs K0hadcn es euesideww ees 
State Regulation and the Future of Nuclear Power .. 476 


Commercial Bankers and Utility Financing ......... 481 
Cleveland Transit Labor Arbitration ............... 484 
Bi | eee Te Te eer 


CRE OF TI a a i nin ns cei Wie lccssdvewesdan 


Inidustiial’ Progress) <..:... ocs.s oom ee whond ee eee. 
HELE SSF avs.ac cay 8 cule Gere NOt ret ek an 


© Pages with the Editors. 6 © Utilities Calendar 
© Coming in the Next Issue 10 
© Remarkable Remarks .. 12 


© Frontispiece... 0.660: 


© Index to Advertisers . 


433 


451 


32 





Pus.ic UTILITIES Reports, INc., PUBLISHERS 


Executive, Editorial & 


Advertising Offices ......++++++332 PENNSYLVANIA Bipc., WasHINGTON 4, D. C. 
PUCHERIOUAORICE §6cicecscccesnesiscccad Canpter Burtpinc, BaLtimore 2, Mo. 


Advertising Representatives: 
New York 6: Robert S. Farley, 95 Liberty Street, COrtland 7-6638 
eee by Macintyre-Simpson & Woods, 1900 Euclid — CHerr 
¢ Chicago }: acintyre-Simpson & Woods, 75 E, Wacker Driv. tral 
ac: oast: 


5 1501 
1715 


Pugh & Rider Associates. 404 Helieren Building, 1709 West 


Eighth Street, Los Angeles 17, Calif... HUbbard 3-0537 


Hunter Vinton, 16 Crescent te, "Pale Alto, Calif.—DAvenport 5-4815 








EW UTILITY STATIONS, C-E EQUIPPED 


neludes only new stations on 
ew sites placed in operation since 


ANUARY I, 1950. 


LAKE CATHERINE 
HUTCHISON 
YATES 
DUNKIRK 
TITUS 
LEE 
CONTRA COSTA 
HAWTHORN 
NINEMILE POINT 
EDGE MOOR 
PALATKA 
JOHNSONVILLE 
DANSKAMMER 
BECKJORD 
HIGHGROVE 
PLANT X 
BLACK DOG 
ALBANY 
JOPPA 
MERAMEC 
PORTSMOUTH 
LAKE CREEK 
ETIWANDA 
FNU} Xo) -9\ 
HENNEPIN 
EASTLAKE 
OAK CREEK 

SUWANNEE RIVER 
URQUHART 
KINGSTON 
SANDOW 

MULLERGREN 
BARRY 
NORTH OMAHA 
VILMINGTON 
rey-V-1:10) | 
Ly-NequyV-ce) 
V\e):1:cem:7-0d 
VERMILION 
JOHN SEVIER 
COLLIN 
MILLIKEN 
(ey Nae -Wily 
BARRETT 
MITCHELL 
SAN BERNARDINO 
YORKTOWN 
fej] erey-\ 3 
TUCSON 
PORT WENTWORTH 
W. A. PARISH 
ALLEN 
MONTROSE 
McMEEKIN 
LEWIS and CLARK 
ROY S. NELSON 
YUMA AXIS 
DICKERSON 
DAN E. KARN 
WILLOW GLEN 
folerop sane) 


PORT EVERGLADES 


NICHOLS 



































































DARLINGTON COUNTY 








y : 
+-— bs at 
i. wes Ly ea 
= Male 
t= iy 
Y f J 4 
1 ‘4 
z i i 
ro c 4 
é rf S 
. = * ~ 4 bt 
—iaeee 
jo —TF = —_—_ees 
; a 
pes i My 1 ‘ 
—— el epee + 
—e pected 
A = 2 
| Es — — os 
é 
SF 
~ Ye - 


kh 
sea / 


This C-E Steam Generating Unit is now in service at Nichols 
Station of the Southwestern Public Service Company, and a 
duplicate is scheduled for operation at a later date. These are 
radiant, reheat boilers arranged for pressurized firing. The 
reheater section is located above the finishing superheater in 
the first pass directly above the furnace. An economizer’ sec- 
tion is located below the primary superheater surface in the 
rear pass, and a regenerative air heater follows the economizer 
seclion. Each unit is designed to produce 800,000 Ib steam per 
hr at a throttle pressure of 1400 psi and a temperature of 
1000 F, reheated to 1000 F. Primary fuel is natural gas (which 
is available from four separate sources) fired through C-E 
Tilting, Tangential Burners. 
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ALL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQU:?ME 
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buthwestern Public Service Company recently 
aced in service Unit No. 1 of its new Nichols Sta- 
bn. This is the first of two units, each rated at 
12,500 kilowatts. Unit No. 2 is scheduled for 
mpletion in mid-1962. The plant was named in 
mor of H. L. Nichols, Chairman of the Board 
nce 1°42. It was designed, engineered and con- 
tuctio:, was supervised by Southwestern’s own 
ginee ing department. 

Located northeast of Amarillo, Texas, the new 


COMBUSTION 


station brings Southwestern’s system capability to 
925,800 kilowatts. Unit No. 2 will boost capabil- 
ity over a million kilowatts. The station uses re- 
claimed water from the treatment facilities of the 
City of Amarillo. 

Steam for Nichols Station’s No. 1 turbine-gen- 
erator, and for the second unit in construction, is 
supplied by C-E Steam Generating Units of the 
radiant, reheat design. Cross-sectional elevation 
and brief description appear on the opposite page. 


ENGINEERING 


C-291 


General offices: Windsor, Conn. ° New York offices: 200 Madison Avenue, New York 16 
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Fe the past few years the House Leg- 
islative Oversight Subcommittee has 
managed to capture a good many of the 
headlines in the nation’s newspapers. Very 
often the publicity attached to such con- 
gressional investigations tends to run away 
with the solons and otherwise sound in- 
vestigations break down into political news 
seeking. 


DespPITE the “sensational” nature of the 
various subjects delved into by the Leg- 
islative Oversight Subcommittee, it must 
be stated that some worth-while ventila- 
tion has been let into various areas of gov- 
ernment heretofore relatively sealed up. 
The broadcasting industry.and the respon- 
sibilities of the Federal Communications 
Commission came under the scrutiny of 
the famous “payola” hearings. After all 
that dust had settled, Congress this year 
enacted a bill which would outlaw such de- 
ceptive practices and would also impose 
fines on broadcasters who ignored com- 
mission rules. Sentiment for this legisla- 
tion certainly was stirred up by the House 
subcommittee, The Federal Power Com- 
mission also has had its ordeal with the 
subcommittee. 


A Goop many observers believe that a 
new group set up by the President to study 


ROBERT B. ECKLES 


EARL A. SPILLER, JR. 


the regulatory agencies is an honest and 
forthright effort to correct certain things 
within the various agencies, before Con- 
gress feels called upon to legislate. In the 
push-and-pull of a statutory reformation, 
there is always the possibility that destruc- 
tive legislation might be enacted, rather 
than legislation which would correct faults 
without destroying the basic fabric of the 
regulatory agencies. 


HAIRMAN Harris (Democrat, Arkan- 
sas) has recently turned the attention 
of his group to the Interstate Commerce 
Commission and the trucking industry. He 
has stated that the suspected irregularities 
go back to 1948 and thus do not involve 
the present commission. Once again there 
is the chance of sensational headlines. 
However, if we can draw any conclusions 
from past experience, the present investi- 
gation of the ICC and the trucking indus- 
try is likely to produce some worth-while 
long-range results. 


“THe FPC and Industry Contacts,” by 
Rospert B. ECKLEs, which starts on page 
446, defends the position that contacts 
with the regulatory commissions are im- 
portant in the wise settling of cases. The 
press has made much of the so-called “off- 
the-record” contact and just about any 
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ates the new Standard for typing perfection 


Leave it to Jane! She knows a honey 
of a typewriter when she sees one. 
But frankly, what typist wouldn’t be 
tickled pink to see the fresh, fancy- 
free styling of the new REMINGTON 
STANDARD®? 

It breaks with the past, completely. 
New touch, new margins, new colors, 
new precision controls, new gliding 
carriage, new FOLD-A-MATIC con- 
struction, What top secretary—or her 
boss—could ask for anything more? 


Write today for folder R9041 
describing the new REMINGTON 
STANDARD. Address Room 1904, 
315 Park Ave. South, New York 10. 


7 Ptand. 


DIVISION OF SPERRY RAND CORPORATION 





PAGES WITH THE EDITORS (Continued) 


association that a commission member 
might have with a client is now viewed 
with a jaundiced eve. Mr. ECKLEs’ posi- 
tion is that some of these contacts are es- 
sential and that a complete shutoff of such 
associations could act to the detriment of 
the regulatory process. 


Mr. EcKLEs is professor of history at 
Purdue University. Over the past few 
years he has developed an interest in busi- 
ness management in Europe and America. 
This interest has led to the management 
and regulation of the natural gas industry. 
Mr. EcKLEs is a resident of West Lafay- 
ette, Indiana. He has been active in as- 
sembling the first case study of a natural 
gas transmission line for the Indiana His- 
torical Society. This paper is entitled “A 
History of a Natural Gas Company—A 
Case Study of Panhandle Eastern Pipe 
Line Company.” 


ee E lead article in this issue is by EARL 
A. SPILLER, JR., who is assistant pro- 
fessor of accounting at Washington Uni- 
versity in St. Louis, Missouri. Mr. 
SPILLER, who is a native of Buffalo, New 
York, received his Bachelor’s degree from 
Ohio Wesleyan University in 1956 where 
he majored in accounting and economics. 
Healso holds a Master’s degree and a PhD 
(1960) from the University of Michigan. 


IN his article, Mr. SPILLER suggests that 
the regulatory commissions might employ 
a “purchasing power rate base’ which 


ROBERT D. YEOMANS 


would permit public utility companies to 
recover operating costs in terms of equiva- 
lents based on the purchasing power of the 
present-day dollar. 


* * *K 


— D. YEOMANS and WILLARD F. 
STANLEY have separately authored 
the two-part article beginning on page 451, 
entitled “New Ideas about Annual Re- 
ports.” There was a time when the annual 
report was little more than a financial state- 
ment of the status of a company. Some 
years ago, however, it was realized that 
these reports had a great impact on stock- 
holders and potential investors and few if 
any forward-looking companies would 
now consider using the older statistical 
format. 


Mr. YEOMANS received his AB (’36) 
and his LLB (’39) from the University 
of Washington. He then practiced law for 
several years in Seattle before serving in 
the Navy as an officer from 1942 to 1945. 
In 1953 he was appointed as a member of 
the Washington Public Service Commis- 
sion and served at that post until 1956 
when he assumed the duties of secretary 
of The Washington Water Power Com- 
pany. He has also served as a member of 
the executive committee of the National 
Association of Railroad and Utilities Com- 
missioners. 


Our other author, Mr. STANLEY, is 
president of Corporate Services, Inc., 
Brooklyn, New York. He has well over 
thirty-five years of experience in the fields 
of financial corporate accounting, federal 
tax, and legal matters. The YEOMANS arti- 
cle looks at the annual report from the 
standpoint of textual improvements which 
have resulted in winning awards for com- 
panies. Mr. STANLEY’s article explores 
the “newspaper” format as a presentation 
medium for the annual report. 


THE next number of this magazine will 


be out October 13th. 
Aa Colitre- 
——{, 
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LOOK AT THE WORK one man can do with this 
combination of attachments on a “PAYLOADER” trac- 
tor-shovel... install trenches with the BACK HOE 
... carry pipe and place it with the SIDE BOOM... 
backfill with the loader bucket and load-out excess 


“4-in-1” BUCKET—one tool does shovel, clam, scraper 
and dozer work, a “PAYLOADER” exclusive on rubber. 


HYDRAULIC SIDE BOOM lifts up to 5-tons, telescopes 
from 10 to 16-ft., does not interfere with bucket use. 


BACK HOE..... 


spoil into trucks. One operator and one machine does 
the complete job, with no time lost making equip- 
ment changes. And the total investment for this 
unit amounts to a fraction of the cost of buying and 
maintaining three or four single purpose machines. 


HYDRAULIC BACK HOE digs 12-ft. deep, has 190° 
working radius that permits right angle dig and dump. 


i) THE FRANK G. HOUGH CO. 
LIBERTYVILLE, ILLINOIS 
SUBSIDIARY — INTERNATIONAL HARVESTER COMPANY 


Poe eee tt CLL LL) eben fot |] 
THE FRANK G. HOUGH CO. 

958 Sunnyside Avenue, Libertyville, Ill. 

Send more data on versatile "PAYLOADER" models and attachments: 


Name Title 
Company 

Street 

City State 
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A DECADE OF | am BECKONS 
THE GAS INDUSTRY 


The natural gas industry, following a decade of unparallele 
expansion of pipelines and other facilities to market and servic 
areas all over the United States, is now faced with the challeng 
of consolidating such growth in terms of maximum servic 
utilization. This is seen in the theme of the forty-second annua 
convention of the American Gas Association which meets a 
Atlantic City, New Jersey, October 10th to 12th. In this openin; 
article, Wister H. Ligon, president of the American Gas Asso- 
ciation, has prepared a special message for readers of Pusiic 
Utiuities FortTNIGHTLY, outlining the solid facts of progres: 
and the aspirations of the gas industry for “the soaring sixties.’ 


THE IMPACT OF COST ALLOCATIONS UPON 
FUTURE OF THE NATURAL GAS INDUSTRY 


A sound economic development for the natura] gas industry in 
the decade to come will surely require careful and prudent plan- 
ning on the part of management as well as judicial appraisal 
by the Federal Power Commission. Hans E. Nissel, public utility 
consultant of Old Greenwich, Connecticut, notes the disappear- 
ance of certain favorable competitive conditions which have 
played a part in recent rapid expansion. 


GAS AIR CONDITIONING MOVES AHEAD 


With research continuing and the promotion and advertising 
efforts of the AGA, along with the growing number of gas com- 
panies throughout the country which are joining the movement, 
gas air conditioning is definitely going ahead. So reports G. T. 
Kellogg, information manager for Air-Conditioning and Refrig- 
eration Institute of Washington, D. C. 


FINANCING THE EXPANSION PROGRAM 
OF THE NATURAL GAS TRANSMISSION INDUSTRY 


Why is it that pipeline companies have preferred debt financing 
to stock sales? There are good reasons, of course, but Paul G. 
LaGrone, associate professor of the University of Arkansas, has 
written an illuminating explanation of the peculiar requirements 
of gas transmission financing and what such companies musi 
watch for in the future. 


MORE THAN A FAD—THE RESURRECTED 
GAS LAMP 











All over the United States there has been a fairly recent quiet 
revival of gaslights illumination. Is there any more to this thai 
a passing sentimental, nostalgic whim? James H. Collins, Wash- 
ington business writer, has cased the situation and finds that 
there are good, hard-headed business reasons for developing 
this beautiful ornamental outdoor type of lighting. 








AND IN ADDITION... . Special financial news, digests, and interpretations of court 
and commission decisions, general news happenings, reviews, Washington gossip, and other features of 
interest to public utility regulators, companies, executives, financial experts, employees, investors, and 
others. 
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P.U.R. EXECUTIVE Decision 


Making 


Service Making the right executive decision 


calls for diversified scientific “know- 


Information 


how.” Helping furnish this “know- 
how” is the management and engineer- 
ing consultant’s job. 

A fast-reading, weekly letter 
from Washington, devoted 
to developments in the Na- 
tion's Capital and state news 


Every company today faces complex 


problems in such fields as accounting, 





engineering, industrial and public rela- 


ot uations! significance af- tions, insurance, financing, marketing, 
fecting Public Utilities. ee eee 

Dependable forecasts of Commonwealth specialists are avail- 
what lies ahead in the utility 


field. 


able to work with your executives in 
these areas, at a fraction of the cost 
you would pay for full-time people on 


your own staff. 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Annual Subscription $50 


Management and Business Consultants 
Consulting and Design Engineers 
Public Utilities Reports, Inc. 


NEW YORK 22, N. Y., 300 Park Ave. 
HOUSTON 2, TEXAS, M&M Building 


Washington 4, D. C. JACKSON, MICHIGAN, 209 E. Washington Ave. 
WASHINGTON 6, D. C., 1612 K Street, N.W. 


332 Pennsylvania Bldg. 























CCaukeble CE awe 


“There never was in the world two opinions alike.” 


RAYMOND MOLEY 
Columnist. 


Dwicut D. EISENHOWER 
President of the United States. 


W. F. RockKwE Lt, Jr. 
President, Rockwell Manufacturing 
Company. 


IGor STRAVINSKY 
Composer. 


EDITORIAL STATEMENT 
Tallahassee (Florida) Democrat. 


Joun P. SAyLor 
U. S. Representative from Penn- 
sylvania. 


Ropert L. HERSHEY 
Vice president, E. I. du Pont de 
Nemours & Company. 


—MONTAIGNE 





“. . once the federal government takes over a respon- 
sibility now borne by the states, it never escapes. It 
only gets in deeper and deeper.” 


* 


“Of this I am certain: America’s economic strength 
is not in Washington, D. C., nor in public spending. It 
is in the creativeness and industry and spirit of our 
people !” 

* 

“Tsn’t too much emphasis placed on the duty of the 
individual to vote? Shouldn’t we emphasize instead that 
the franchise is a privilege, which some people do not 
have? As a matter of hard fact, if these people do not 
learn to exercise this privilege, they may be in danger of 
losing it altogether.” 

y 


“In the main .. . the need for new cantatas, string 
quartets, symphonies, is wholly imaginary, and commis- 
sioning organizations, like the Ford, and the Rockefeller, 
are really only buying up surplus symphonies as the 


government buys up surplus corn .. . Great . . . music 
creates its own need.” 


5 


“There are many ways to kill the goose that lays the 
golden egg. Plucking him alive to make featherbeds for 
unproductive workers is a favorite method of those poli- 
ticians who confuse ‘liberality’ with reckless spending 
of other people’s money. That’s the sort of political 
philosophy which is torturing and relentlessly weaken- 
ing our once sturdy American economic goose.” 


* 


“There is a pattern developing in this country that will 
eventually destroy your electric industry if it is not 
stopped. This pattern of federal encroachment is a puz- 
zle to the uninformed—including a majority of our legis- 
lators. But to us who have been in the fight and have 
watched developments over the years the pieces slip into 
place very clearly, forming a design so contrary to the 
concepts of our American system as to be almost un- 
believable.” 

* 


“Significant economic growth occurs only when out- 
put per capita rises and when there are gains in real 
income; 7.¢., in purchasing power . . . Innovation is the 
whole complex of doing old things in new ways, of doing 
things never done before, of improving old products and 
making them by new methods, and bringing forth wholly 
new products. Only in this way can we hope for the 
greater productivity which brings abundance rather than 
scarcity, higher real wages and salaries, and better re- 
turns for investors.” 
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DEPENDABILITY AND DIVIDENDS 


Your investors probably do not know the difference between a transformer 
nd a turbine, but they will appreciate the performance of both as reflected in your earnings state- 


lent, System dependability is exhibited not only in customer service and satisfaction but in your 


That is why it is so important, in these critical times of system expansions 


nd financing, for progressive utility management to consider equipment that increases depend- 


bility... equipment that produces more earnings for capital invested in it. 


The quality and design of Moloney Transformers is recognized throughout the 
ndustry. Over sixty-four years of manufacturing transformers exclusively has given Moloney exten- 
ive data and experience. Moloney research and development projects give you the newest in design 


D assure you lower operating and maintenance costs, and to give your system added dependability. 


ince 1896... MORE POWER 70 YOU 


MOLONEY ELECTRIC 


MANUFACTURERS OF TRANSFORMERS FOR UTILITIES, 
INDUSTRY AND ELECTRONIC APPLICATIONS 


Sales Offices In All Principal Cities 


ST. LOUIS 20, MO., AND TORONTO, ONT., GAN. 











Twofold Benefits From The 


Analysts Journa 


7, ‘ts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 


ye 
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THE ANALYSTS JOURNAL 
82 Beaver Street, Room 1512-14 
New York 5, N. Y. 


Gentlemen: 
O Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 


0 Please send me your advertising brochure. 














Do you have a 
Utility 


problem? 


America is growing. 

Our population is not only increasing 
in numbers, it’s spreading. Industry is 
expanding to meet challenging new 
opportunities. 

And Utilities are faced with enor- 
mous capital expansion to provide for 
the growing needs of industry and 
consumers. 

This is where the Irving can be of 
particular help—by assisting Utilities 


in making the many financial decisions 
incidental to growth. 


Our Analytical Studies, Seminars and 
Round Table Conferences have helped 
many Utilities bring added vitality to 
their capital planning, financing and 
cultivation of the financial community. 


For information, you ate cordially 
invited to call our Public Utility De- 
partment at LL 3-2967 or write us at 
One Wall Street. 


IRVING TRUST COMPANY 


Capital Funds over $145.000,000 One Wall Street, New York 15, N.Y. Total Assets over $1,700,000,000 


GEORGE A. Murpny, Chairman of the Board WituiaM E. PETERSEN, President 
Public Utilities Department—JOHN F. CHILDs, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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including the following: 


1959 CONVENTION 


AT PHILADELPHIA, PENNSYLVANIA 


NATIONAL ASSOCIATION OF RAILROAD 


THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 


Rates of Public Utilities and Transportation Agencies, Valuation, Railroad Problems, 
and Regulation of Public Utilities, Panel Discussion on the subject of “Inflation and 
Its Effect on Utility Regulation of Rates and Utility Financing," Addresses on 
“Legislation Affecting the Federal Regulatory Process" and "The Impact of the Supreme 
Court Decision in the Service Storage and Transfer Case." This volume contains a 
complete transcript of the addresses and committee + fea of the 1959 Philadelphia 


meeting. The book is printed and bound in regular book cover. 
Price $10.00—Approximately 500 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
Class A & B—128 pages 


Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.50 


Class C—100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more but 


Rae I MN cs liners ens tend a nslleve Gide 3.50 
Class D—64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 .... 2.00 
1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 
Accounts for utilities having annual electric operating revenues of $1,000,000 or more 4.50 
Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 
eee ns NE ED IEE hos oan Cia Sa wdla ne Sa Sawa S Kars 656. SR Ss ORS DSW sms 3.50 
Class D—59 pages 
Accounts for utilities having annual electric operating revenues of less than $150,000 .. 2.00 
1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 
Accounts for utilities having annual gas operating revenues of $1,000,000 or more .... 4.50 
Class C—130 pages 
Accounts for utilities having annua! gas operating revenues of $150,000 or more but 
Se RNID UE aos SO olan o os piso a oh Si.0 kos SERRE saws S ASSES bowie cee sees s 3.50 
Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .... 2.00 
1958—Regulations Governing the Preservation of Records of Electric, 
se 1.00 
Telephone Separations Manual (Revised October, 1957) ..................0.0000e 2.00 
Local Service Telephone Rates (Revised 1957) 
This includes the rates for all exchanges of the Bell System Companies, the rates in exchanges 
servicing cities of 50,000 population or more (both Bell and Independent), and a tabulation 
of exchanges which had a ten cent coin telephone rate as of June 30, 1957. (with set of 
One IS NIUE D es SG ces ks aoc ee Si is os Sioa So Sahl SSRs die os beep eas 2.00 
Local Service Telephone Rates—Set of 75 revised pages only for 1958............ 1.25 
Depreciation: 
1943—1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation on public utility regulation ............ 4.50 
1946—Methods of Pricing Retirements from Group Property Accounts ............... 1.25 
1948—Half Cycle Methods of Estimating Service Life ..................cceeceeeeeuee 1.00 
1948—Letter Symbols for Mathematics of Depreciation ................c ccc eceececcce 1.00 
1959—Repert of Committee on Depreciation .................cceeceecececcceecceecs AS 
(When remittance accompanies order, we pay forwarding charges) 
NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. BOX 684 Washington 4, D. C. 
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Sept. 29-30—Edison Electric Institute, Com- 
merical Cooking Committee, will hold 
meeting, Akron, Ohio. 


Sept. 29-30—Edison Electric Institute, Home 
Service Committee, will hold meeting, 
Fort Worth, Tex. 


Sept. 29-30—Electric Companies Public In- 
formation Program will hold workshop con- 
ference, New Orleans, La. 


Sept. 29-30—Public Utilities Advertising As- 
sociation, Region 3, will hold meeting, 
Pittsburgh, Pa. 


Sept. 29-30—Southeastern Electric Exchange 
will hold accounting conference, St. Peters- 
burgh, Fla. 


Sept. 29-30—Tax Institute Symposium will 
be held, Chicago, Ill. 


Oct. 2-4—Advertising Federation of America, 
Seventh District, will hold convention, 
Chattanooga, Tenn. 


Oct. 2-5—American School Food Service 
Show will be held, Washington, D. C. 


Oct. 3-4—Independent Natural Gas Associa- 
tion of America will hold annual member- 
ship meeting, Miami Beach, Fla. 


Oct. 3-4—North Carolina Telephone Asso- 
ciation will hold annual convention, Pine- 
hurst, N. C. 


Oct. 3-4—Pennsylvania Electric Association, 
Systems Planning Committee, will hold 
meeting, Erie, Pa. 


Oct. 4-5—Advertising Research Foundation 
will hold annual conference, New York, 
N. Y. 


Oct. 4-5—Gas Measurement Institute will 
hold meeting, Liberal, Kan. 


Oct. 5-7—International Association of Elec- 
trical Leagues will hold annual conference, 
Kansas City, Mo. 


Oct. 5-7—Wisconsin Utilities Association will 
hold electric and gas operating and sales 
convention, Milwaukee, Wis. 


CHECK THESE DATES: 


Oct. 6-7—American Water Works Associa- 
tion, Intermountain Section, will hold an- 
nual meeting, Salt Lake City, Utah. 


Oct. 6-7—Electric Council of New England, 
Transmission and Distribution Committee, 
will hold meeting, Fairlee, Vt. 


Oct. 6-7—National Association of Corrosion 
Engineers will hold western regional con- 
ference, San Francisco, Cal. 


Oct. 6-8—National Association of Corrosion 
Engineers will hold southeastern regional 
conference, Atlanta, Ga. 


Oct. 9-12—American Transit Association will 
hold annual meeting, Philadelphia, Pa. 


Oct. 9-12—United States Independent Tele- 
phone Association will hold national con- 
vention, Chicago, Ill. 


Oct. 9-13—The Electrochemical Society, Inc., 
will hold meeting, Houston ,Tex. 


Oct. 9-14—American Institute of Electrical 
Engineers will hold fall general meeting, 
Chicago, Ill. 


Oct, 10-12—American Gas Association will 
hold annual convention, Atlantic City, N. J. 


Oct. 10-12—American Institute of Electrical 
Engineers will hold national electronics 
conference, Chicago, Ill. 


Oct. 11-14—Audio Engineering Society will 
hold annual convention, New York, N. Y. 


Oct. 11-14—National Association of Corro- 
sion Engineers will hold northeastern re- 
gional conference, Huntington, W. Va. 


Oct, 13-14—American Association of Adver- 
tising Agencies, Central Region, will hold 
annual meeting, Chicago, Ill. 


Oct. 13-14—Edison Electric Institute, Adver- 
tising Committee, will hold meeting, New 
York, N. Y. 


Oci, 13-15—American Hotel Association will 
hold annual meeting, San Juan, Puerto 
Rico. 


























Courtesy, American Electric Power Service Corporation 


Home of World’s Largest Generating Unit 


Placed in operation on July 31st, the giant 475,000-kilowatt 
turbine generator unit of the new Breed plant of Indi- 
ana & Michigan Electric Company is the world’s 
largest single power generator to date. 
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Common Dollar Accounting 
and the Rate Base 


By EARL A. SPILLER, JR.* 


By adopting the use of a purchasing power rate base, regulatory agencies 
would permit utilities to recover their costs in terms of equivalents, based 
on the purchasing power of today's dollars. The return of and return on 
utility investment is inaccurately stated if changes in the value of the dollar 
unit are ignored. It is the purchasing power of money paid which constitutes 
economic cost and not the number of monetary units themselves. Not only 
would an adjusted accounting statement, geared to present cost, benefit the 
investor and the utility, but the consumer would eventually be better off, too. 


LTHOUGH all businesses are sub- 
jected, in one way or another, to 
some sundry legal requirements 

and restrictions, much more and much 
closer regulation exists in the public 
utility field. Differentiation in the degree 
of governmental control between busi- 
nesses labeled public utilities and other 
businesses lies mainly in the area of con- 
sumer prices. The rationale for interven- 

*Assistant professor of accounting, Washington 


University, St. Louis, Missouri. For additional 
personal note, see “Pages with the Editors.” 
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tion in utility price setting traditionally 
has rested on the premise that utilities 
are private industries which need govern- 
mental rate regulation to act as a sub- 
stitute for direct competitive conditions 
which may be lacking. 

In trying to approximate the effects of 
competition in setting the rate level, reg- 
ulatory agencies have adopted as a gen- 
eral formula a cost-of-service principle. 
In other words, the utilities should be al- 
lowed to charge rates which will provide 
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total revenues to cover all costs of sup- 
plying the particular service—(1) oper- 
ating costs, (2) taxes (including income 
taxes), (3) depreciation, and (4) re 
turn on investment. The latter item rec- 
ognizes that included in total cost, as in 
economic theory, should be a return to 
the suppliers of capital. 


a the long run, the compensation 

of the capital providers is premised 
on a normal profit criterion. The return 
on capital supplied (normal profit) has 
traditionally been computed by applying 
a rate of return (the cost per unit of capi- 
tal) to a rate base (the number of units 
of capital). To implement this procedure 
necessitates defining the rate base with the 
attendant problems of valuing the items 
in the rate base, determining a fair rate of 
return, and adjusting the prices charged 
to consumers to bring the actual rate of 
return in line with the fair rate. 


Adjusted Dollar in Accounting 


HE purpose of this article is to ex- 

amine a proposal for using account- 
ing data adjusted for changes in the value 
of the dollar in determining the rate base 
for regulatory purposes. As a base for 
measuring public utility earnings one 
should realize that the timeworn phrase 
“value of property used” has little mean- 
ing. Earnings determine value and it is 
circular reasoning to try to determine 
value in order to determine earnings 
which in turn determine value. What 
should actually be considered is a meas- 
ure of the property or investment devoted 
to public use to serve as a rate base to 
which the allowable rate of return on 
investment can be applied. In no way can 
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it purport to represent the “value” of the 
utility property. 

Changes in the value of the dollar 
must be considered if we are to achieve 
a consistent measurement of a utility’s 
investment over time. The dollar is the 
yardstick by which real goods and serv- 
ices are represented. Sound comparisons 
and decisions require a stable measuring 
unit; a variable standard is not consistent 
with logical reasoning. 


HAT the dollar is a variable measur- 
ing rod can be readily recognized if 
one only compares its purchasing power 
or value through time. Although there is 
some question concerning the items to be 
used in defining the purchasing power of 
the dollar, an indication of the fluctua- 
tions in the value of the dollar can be 
seen by examining the changes in three 
different general price indices. As an in- 
dex rises, the value of the dollar declines. 
In the last thirty years from 1929-59 the 
gross national product deflator has risen 
from 57.4 (1954 = 100) to 108.2. Dur- 
ing the same period the wholesale price 
index has increased 92 per cent while the 
consumer price index has risen 69 per 
cent. These indices present some indica- 
tion of the degree of price inflation that 
has occurred in the United States and, 
therefore, an indication of the extent of 
failure of the dollar to serve as an ac- 
curate instrument of measurement. 
The important quantitative aspects of 
economic analysis revolve around real 
quantities of goods and services. The dol- 
lar serves only as a common denominator 
in which these real quantities can be ex- 
pressed. However, the dollar is not a 
stable common denominator. Its purchas- 
ing power or value is in continual flux, 
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sometimes vacillating gently and some- 
times exploding rapidly. The adjustment 
of accounting data for price level changes 
simply restates the data in terms of a 
common, comparable unit of measure- 
ment. In brief, the dollar cannot serve 
as a valid common denominator for eco- 
nomic values, when it, itself, needs a 
common denominator. 


Utility Investments Need New 
Yardstick 


poem utilities typically have large in- 

vestments in long-lived assets. As the 
price level rises, depreciation expense and 
net fixed assets, the latter forming a ma- 
jor part of the rate base on which utili- 
ties are allowed to earn, are inaccurately 
measured when reported in unadjusted 
dollars. Consequently, recognition of 
changes in the value of the dollar is of 
utmost importance to public utilities if 
rate regulation is to be applied consist- 
ently and equitably. It is believed that 
the purchasing power rate base outlined 
in the following pages would be a step 
in the right direction. 

To serve as a prelude for a discussion 
of this proposal, let us consider briefly 
the present methods of establishing the 
rate base of a public utility. Among the 
many possible measures of utility invest- 
ment mentioned in regulatory decisions, 
two stand out most frequently—the 
original cost of the property and the re- 
production cost of the property. The 
greater portion of regulatory history has 
been concerned with attacking, defending, 
and embellishing these two concepts. 


The former concept takes as the meas- 
ure of utility investment the original cost 
of assets presently used and useful in 
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supplying utility services. Each asset in- 
vested or purchased is valued at its orig- 
inal dollar cost despite changes in the 
purchasing power of the dollar. The chief 
advantage of original cost lies in the fact 
that the rate base can be easily and ob- 
jectively determined. 


HE prime disadvantage of an orig- 

inal cost rate base is the implicit as- 
sumption that the dollar does not change 
in value. In a period of a rising price 
level the inflated dollars representing the 
net revenues are viewed as being of equal 
quality to the dollars representing the 
investment. Consequently, there is a re- 
striction on real earnings during an in- 
flationary period because the rate of re- 
turn measured in terms of constant 
purchasing power actually declines. 

In addition, adherence to original cost 
during inflationary periods may result in 
an underpricing of utility services in real 
terms. If return on investment is a valid 
cost of service and prices are to be based 
on cost of service, then restrictions on the 
real rate of return caused by neglecting 
the fact that the value of the dollar has 
changed could lead¥o a decline in utility 
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prices relative to the prices of other 
goods and services in the economy. To 
this extent, original cost falls short in 
helping rate regulation fulfill its purpose 
of substituting for competition. Tying 
utility prices to original cost when gen- 
eral prices are rising is to negate the fact 
that prices in the more competitive 
spheres of our economy are not bound 
to recorded accounting costs. 


What about Reproduction Cost? 


- attempting to correct for the above 

defects in original cost and to achieve 
a better measure of the “value” of utility 
investment, utilities, regulatory agencies, 
and the courts have looked to the repro- 
duction cost of the utility assets devoted 
to public service. Under this method, the 
rate base is the cost of the property used 
valued at current replacement prices. Im- 
mediately the question arises, “What 
reproduction cost is being considered— 
reproduction cost of the service or repro- 
duction cost of the present plant assets?” 

Reproduction cost of service approxi- 
mates the situation under normal un- 
restricted competition; for competition 
comes from those capable of replacing 
the service offered and not from those 
reproducing the exact property. Despite 
this advantage reproduction cost of serv- 
ice never achieved widespread acceptance 
in utility valuation. Primarily, this lack 
of acceptance stemmed from the admin- 
istrative difficulties of agreeing on what 
were the most efficient methods and fa- 
cilities to supply the service. In most cases 
there were too many alternative ways 
from which to choose. In addition, the 
Supreme Court, obsessed with the search 
for “value of property used and useful,” 
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usually held that reproduction cost meant 
revaluation of identical property and not 
reproduction of service.’ 


Sr only the latter concept bears a 

definite relationship to the conditions 
which would exist under competition, the 
rationale for reproduction cost of identi- 
cal facilities must lie solely in its attempt 
to compensate for price changes. Admin- 
istratively, this method of rate base valua- 
tion has been slow and expensive, often 
necessitating huge outlays of funds for 
time-consuming appraisals and_long- 
drawn-out litigation. Moreover, as a 
method of adjusting the rate base for 
changes in the value of money, repro- 
duction cost begins from a false premise; 
namely, that the specific prices of the 
elements composing utility assets vary di- 
rectly with changes in the general price 
level. Such is rarely the case, however. 
Specific price changes may fluctuate in- 
dependently of the general price level. 
The value of money means the purchas- 
ing power of the money which changes 
as the general price level varies. 


Should Rate of Return Go Up? 


id mention ought to be given to the 

possibility of increasing the rate of 
return to compensate for erosion of the 
rate base in real terms. Such a method 
has been used in twelve states.* Where 
the adjustment goes beyond a simple at- 
trition allowance (that is, the initial rate 
of return is increased so that when re- 
tired plant is replaced in the near future 
with higher-priced plant the rate of re- 


1McCardle v. Indianapolis Water Co. (1926) 
272 US 400, 417, 418, PUR1927A 15. 

2“Hard Look at Regulatory Climate,” Electrical 
World, CLI (February 9, 1959), p. 76. 
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turn on the new rate base will be what 
was originally intended), some progress 
toward compensation for price inflation 
occurs. 

Nevertheless, the adjustment must of 
necessity be arbitrary in the sense that 
the impact of inflation, for regulatory 
purposes, falls on measurements of the 
rate base. In the past when great diffi- 
culty and lengthy litigation accompanied 
the ascertainment of reproduction cost, 
emphasis on prudent investment with a 
flexible rate of return was understandable. 
None the less, trying to adjust for de- 
fects in the rate base through the rate of 
return seems to begin from the wrong 
place. 


Proposal for Use of Common Dollar 
Accounting 


HE major problem of rate setting— 

determining the cost of the service 
of investors’ capital—is normally solved 
by applying a rate of return to a rate 
base which is supposed to represent the 
amount of the investment. Since utility 
investment for rate making cannot be 
measured by earning power, logic sug- 


gests that it should be measured either by 
the current value of the physical assets or 
by the real exchange value at the time 
the investment was made, but not simply 
by the sum of a group of unlike dollars. 

Using current values of physical assets 
as the measure leads to the difficulties 
outlined above under the reproduction 
cost-of-service and reproduction cost-of- 
plant theories. The proposal put forth 
here involves measuring the utility invest- 
ment in terms of the purchasing power 
committed to the enterprise—what might 
be termed an original-real-cost concept. 
While the author feels that actual invest- 
ment should be the starting point, original 
dollar cost fails to represent the real cost 
of investing following a substantial de- 
cline in the purchasing power of the 
dollar. 


_— to consider the purchas- 

ing power of investments imposes 
a double inflationary burden on public 
utilities. First, the charges made for re- 
sources consumed in production are based 
on more valuable dollars than the current 
dollars in which the recovery is actually 
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made. Secondly, the compensation for the 
use of facilities is measured in terms of 
older, more valuable dollars but is ac- 
tually paid in current, cheaper dollars. In 
brief, both the return of and the return 
on utility investment is inaccurately 
stated if changes in the value of the dol- 
lar are ignored. 

Why should general purchasing power 
be considered the proper medium for the 
expression of accounting information? 
The reason is that money as such signifies 
nothing. Money has meaning only in its 
ability to command goods and services. 
It is the purchasing power of money paid 
which constitutes economic real cost and 
not the number of monetary units them- 
selves. When an investment expenditure 
is made, it is general purchasing power 
that has been committed. Since invest- 
ment involves the postponement of con- 
sumption, return of the investment neces- 
sitates the recovery of its initial power 
to consume. Cost recovery should be a 
recovery of equivalents; that is, a res- 
toration of the same economic power 
over goods that were invested. It is advo- 
cated here that accounts be adjusted for 
changes in the value of the dollar and not 
for changes in the cost of specific assets. 


i? achieving a better measurement of 

both the return of and the return on 
utility investment, regulatory agencies 
would benefit from the use of common 
dollar accounting. Substituting adjusted 
accounting statements for present state- 
ments would provide reasonable, objec- 
tive data concerning the real earnings of 
utilities and the real investment upon 
which they should be allowed to earn a 
return. 
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Common dollar accounting converts 
the unadjusted accounting data into a 
more meaningful form by expressing the 
various items in terms of a comparable 
unit of measurement. Each account should 
be expressed in the current year’s dollars 
by multiplying it by the price level index 
of the current year divided by the index 
of the dollar when the item was recorded. 
Under this procedure it would be possible 
to produce adjusted data as detailed as 
the books or indices are. For example, 
the adjustment for fixed assets, which 
constitute the major portion of the rate 
base, involves aging the book costs of 
the assets. The balance of each year’s 
costs remaining on the books is then ex- 
pressed in current dollars by using the 
index appropriate for each year. 


Senior Securities and the Rate Base 


. ipenertong the presence of senior se- 
curities on the equity side of a 
firm’s position statement does affect the 
measurement in current dollars of the 
rate base—the investment upon which the 
utility is allowed to earn a return. The 
rate of return applied to the rate base is 
frequently an average of the capital costs 
of each of the various kinds of capital in 
the rate base (bonds, preferred stocks, 
and common stocks) weighted by the re- 
spective amounts of each. In this way 
each type of capital supplier is viewed as 
a separate investing group in the deter- 
mination of the allowable rate of return. 
The rate base could be determined in a 
similar manner; that is, by treating each 
type of capital supplier as a separate in- 
vesting group. 
The return to the senior securities is 
limited to a dollar amount usually ex- 
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pressed as a percentage of the face value 
of the securities. Since by terms of the 
contract, the bondholders’ and preferred 
stockholders’ returns are expressed solely 
in dollar terms, regardless of changes in 
the value of the dollar, reason would sug- 
gest that their capital contribution also 
should be expressed in original dollar 
terms with no adjustment for a varying 
price level. In other words, only the com- 
mon stock equity should be adjusted for 
fluctuations in the value of the dollar. 
The purchasing power adjustment to the 
senior securities certainly does not rep- 
resent an investment by the common 
stockholders; therefore, since no return 
on such purchasing power adjustment can 
be assigned to the capital suppliers who 
contributed the original purchasing pow- 
er, the adjustment should be ignored for 
rate-making purposes. 


HE problem does arise, however, as 

to the treatment of these purchasing 
power “gains” when the bonds or pre- 
ferred stocks are retired. Until this time, 
the purchasing power adjustment of the 
senior securities is simply shown as an 
adjustment to the bond or preferred stock 
equity in dollar terms for statement pur- 
poses and is disregarded in determining 
the rate base. During the period that the 
senior securities are outstanding, there is 
no realized advantage accruing to the 
residual equity. Such advantage would 
come about only when the debt is liqui- 
dated with less purchasing power than 
was originally received. As debt is a 
promise to deliver dollars in the future, 
it would appear that any “gains” should 
not be recognized until the year of re- 
tirement when the cheaper dollars are 
actually delivered. 


The treatment of the difference be- 
tween the purchasing power originally 
contributed and the amount actually paid 
when the senior securities are retired is 
open to debate. The difference does not 
represent a gain to the business as a 
whole, but, rather, constitutes a_ re- 
arrangement of the various investor 
equities. Since it differs radically from 
the normal operating activities of the 
business and, in fact, from other types 
of gains associated with the utilization 
and disposition of assets, an acceptable 
method would appear to be to treat it as 
a capital adjustment—a donation by one 
group of investors to the entity. 


HEREFORE, when the bonds or pre- 
ferred stock are retired, the purchas- 
ing power adjustment, which heretofore 
was shown as an adjunct to the senior 
security, would become a_ specifically 


identified part of the equities in the firm. 
As donated capital, however, the utility 
should not be allowed to earn a return 
on it as part of the rate base. The weight 
of authority and reason has established 
that contributions made by individual 
consumers (customer deposits and grants- 
in-aid of construction) or property do- 
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nated by a community should not be in- 
cluded in a valuation of the rate base. 
There seems to be no reason why this 
same principle should not apply to capital 
donations from the bondholders. 

In summary, the rate base under this 
proposed plan would consist of the dollar 
amounts of bonds and preferred stock 
plus the purchasing power equivalents of 
the actual investment (capital stock and 
retained earnings) made by the common 
stockholders. The purchasing power ad- 
justment to the senior securities would 
be treated as an adjunct to the senior 
securities until realized; then, it would 
be treated as adjunct to the residual 
equity. In neither case, however, would 
it be counted as part of the rate base. 


The Need for Action 
ie establish a need for recognizing 


changes in the value of the dollar in 
utility rate determinations, one has only 
to look at the impact of rising prices on 
utility earnings. To arrive at some con- 
clusions about utility earnings necessitates 
some standard of comparison. Perhaps, 
one of the most interesting—particularly 
from the investor’s viewpoint—is a com- 
parison of utility investments with other 
types of investment during the same pe- 
riod. In this way one can gain a general 
impression of the results under regulation 
compared with the results in other invest- 
ment areas where prices are free from 
strict control. 

For example, a contrasting of the 
changes in purchasing power of the aver- 
age reported earnings of the common 
stocks of industrial companies with the 
average earnings of the common stocks 
of utility companies discloses a wide dis- 
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TABLE 1 


PERCENTAGE CHANGE IN MARKET VALUES OF 
Various INVESTMENTS AND THE Cost oF LIVING, 
1940-57+ 


Industrial Common Stocks 364% 
Value of Farms 331 
Cost of New Homes 204 
Cost of Living 100 
Electric Utility Common Stocks 94 


t“The Impact of the Current Money Market 
on Electric Utilities,” by Harold H. Scaff, Pusric 
Uritiries FortNIGHTLy, Vol. 60, No. 13, Decem- 
ber 19, 1957, pp., 989, 997. 
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parity. The same is true of changes in 
the market price of the industrial stocks 
relative to the utility stocks. From 1940 
to 1952 the purchasing power of the re- 
ported earnings of industrial common 
stocks increased 38 per cent on the aver- 
age and the purchasing power of the mar- 
ket price had increased 18 per cent. In 
the same period the purchasing power of 
common stock earnings of utilities on the 
average declined 28 per cent and the 
purchasing power of the market price 
decreased 31 per cent.® 


pag 1952 when the rate of increase 

in the price level began to decline, 
utility earnings and market prices began 
to increase in terms of purchasing power. 
Nevertheless, their increase again did not 
even approximate the increase that took 
place in the reported earnings and market 
prices (expressed in terms of constant 
purchasing power) of industrial com- 
panies. As a consequence, utility invest- 
ments for the period 1940-57 as a whole 
lagged far behind other types of invest- 
ments. For example, Table 1, this page, 


8 Calculations are based on information relating 
to Moody’s common stock averages comprising 
125 industrials and 24 utilities. See Moody’s Public 
Utility Manual, 1958. 
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shows the changes in the market values 
of various investments for this period. 
Even as the purchasing power of the 
dollar has declined over 50 per cent since 
1940, the rate of return on net utility 
plant has decreased from 6.46 per cent 
to 5.95 per cent expressed in heteroge- 
nous dollars.* Expressed in real terms the 
decline in the rate of return would be 
even more pronounced. 

These facts indicate the need for some 
recognition of changing price levels in 
the regulation of utility earnings. More 
specifically, if rates do not reflect the de- 
cline in the value of the dollar, utilities 
may experience difficulty raising new 
capital necessary for expansion. Also as 
a matter of equity, utility shareholders 
should be given the opportunity to adjust 
their dollar earnings in order to main- 
tain a reasonable real return on their in- 
vestment. 


The Matter of Capital Raising 


[ ‘HERE is, to date, little evidence that 
failure to recognize price level 


4“The Impact of the Current Money Market 
on Electric Utilities,” by Harold H. Scaff, Pustic 
Utinities ForTNIGHTLY, Vol. 60, No. 13, Decem- 
ber 19, 1957, pp. 989, 990. 








changes explicitly in rate regulation has 
hindered utility efforts to raise new capi- 
tal. However, lack of access to the capi- 
tal market is one thing; easy access to it 
is another—a relative matter. The ques- 
tion becomes, then, not whether new 
capital can be raised, but, rather, whether 
the price which the new investor is ready 
to pay will fall. If the long-run attitudes 
of investors become pessimistic as to 
their prospective returns on utility in- 
vestments, they will be reluctant to supply 
venture capital, fearing that their antici- 
pated return will be limited to a specified 
percentage on their original dollar invest- 
ment when the value of the dollar under- 
goes significant changes. 

When the investor loses confidence in 
the ability of an enterprise to maintain 
its capital in terms of relative purchas- 
ing power, the attraction of capital will 
become exceedingly difficult except under 
very unfavorable terms, resulting, in the 
long run, in higher prices to consumers, 
poor service, or both. 


r a letter sent by the securities com- 
mittee of the Investment Bankers As- 
sociation of America to the chairmen of 
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all the public utility commissions in No- 
vember, 1956, a note of warning was 
sounded concerning a tendency in the 
above direction. The letter stated in part: 


We are finding that many individual 
investors are becoming apathetic about 
public utility common stocks as vehicles 
of investment. . Many investors 
feel that public utility stocks fail to 
offer protection against inflationary 
trends and shy away from them... .° 


Although individual utilities may not 
need new capital at a particular moment 
in time, regulatory authorities should 
treat present investors fairly in order to 
encourage others to furnish capital on 
reasonable terms when it is needed. If 
some relief from inflationary pressures 
is not offered to present investors, future 
investors may well be unwilling to con- 
tinue to supply venture capital and to 
assume the risks of inflation and to bear 
its losses. Looking at the positive side, 
investors considering putting their funds 
in utility stocks would have less hesita- 
tion if they knew that those who com- 
mitted purchasing power in the past were 
not presently being penalized in the form 
of a low purchasing power income. 


N recent years many of the larger utili- 

ties have invested huge sums in indi- 
vidual or joint projects to explore atomic 
power production and other methods of 
providing utility services more economi- 
cally in the future. The capital outlays 
connected with this research and its con- 
comitant expansion of facilities benefit 


5“Investment Bankers Look at Utility Prob- 
lems,” Pustic Utiiities Fortnicutiy, Vol. 59, 
No. 1, January 3, 1957, pp. 45, 46. 
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the users of utility services and the econ- 
omy as a whole in the long run but entail 
large risks at the time they are made. 
Utilities should be encouraged to be pro- 
gressive; such progress, however, would 
become increasingly difficult if venture 
capital were discouraged from entering 
the utility field. 

Irrespective of the effect of raising 
new funds that adjusting the capital con- 
tributions of the past investors to current 
dollars would have, a case can be made 
for a purchasing power rate base on the 
grounds of equity. In the public utility 
sector, private resources are regulated by 
governmental agencies; the value of those 
resources depends, to a large extent, on 
the nature of the regulation. Since the 
resources have been contributed by pri- 
vate individuals they must be guarded 
against arbitrary confiscation. 


” utility earnings have not been allowed 

to rise enough during inflation to give 
the stock such a value that new stock- 
holders will contribute as much real re- 
sources (purchasing power) as the old 
stockholders did, then there is an ap- 
parent inequitable treatment of past in- 
vestors compared with present ones. Such 
inequity may be justified if the real re- 
sources contributed by the new investors 
are more productive. The point being 
raised here is that with original dollar 
costs the differences in the real capital 
contribution of the old and new stock- 
holders remain hidden. On the other 
hand, common dollar accounting would 
provide for consistent measurement and 
would make regulatory agencies cog- 
nizant of the nature and magnitude of 
the above difference. 

Unlike the unregulated areas of our 
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economy, utilities are not free to adjust 
or even try to adjust their rates upward 
to compensate for inflation. Equity would 
seem to demand that stockholders in util- 
ity enterprises should be rewarded as 
fairly and treated as equally as stock- 
holders in unregulated industries, sub- 
ject, of course, to differences in risk. 
Stockholders in unregulated industries 
may attempt to raise their consumer 
prices to offset the declining value of the 
dollar and keep their real return intact. 
Utility equities should not be denied this 
opportunity simply because their rates are 
regulated. Under the above proposal utili- 
ties would not be receiving any type of 
preferred treatment, but, rather, only 
equal treatment. 


Appraisal of Proposal 


N the course of the discussion con- 
tained in this article, a number of pos- 
sible rate bases have been examined and 
rejected. The one remaining to be evalu- 
ated is the proposal to adjust the com- 
mon stock equity for changes in the gen- 
eral price level by using index numbers. 
Unlike the original cost concept, this 
proposal recognizes explicitly changes in 
the purchasing power of the dollar. The 
customer is charged the full real cost of 
the service and the utility is given the 
opportunity to earn a return commen- 
surate with the purchasing power in- 
vested. 

However, unlike the reproduction 
cost-of-service or reproduction cost-of- 
identical-facilities concepts, the purchas- 
ing power proposal is capable of rapid, 
systematic administration. The applica- 
tion of index numbers to the unconverted 
statements can be accomplished with rela- 


tive ease. In short, this proposal contains 
both the administrative advantage of 
original cost and the opportunity for pro- 
tection against inflation offered by re- 
production cost. Moreover, inherent in 
the establishment of this definite method 
of rate base determination would be an 
automatic provision for rate flexibility if 
the general price level either rises or falls. 


mAN the outset it should be noted that 

this proposal for using common 
dollar accounting in the rate base does 
not necessarily approximate the theoreti- 
cal results which would exist under com- 
petition. As pointed out earlier, the rate 
base which best accomplishes this goal is 
the reproduction cost-of-service base (the 
cost of the physical capital in present dol- 
lars required to supply the existing serv- 
ice on the basis of present technology). 
Increases in technology can offset in- 
creases in cost due to advances in the 
prices of specific capital assets. 

A reproduction cost-of-service rate 
base, however, is administratively im- 
practical and has been discarded by the 
commissions and courts. Instead they 
have focused on a rate base which sup- 
posedly measures the actual investment 
that has been made. It is under this 
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philosophy that common dollar account- 
ing is offered as a rate base. If the pay- 
ment for the use of capital is to be based 
on the amount of actual investment, then 
the investment ought to be measured con- 
sistently. Common dollar accounting 
achieves this end. 


Effects on Customers 


AN important question concerning this 

proposal involves its effect on con- 
sumers through changes in rates and 
quality of service. Rates would probably 
rise, but, after an initial adjustment, the 
real amount of purchasing power ex- 
pended per unit of utility service would 
not rise. For those whose incomes rise 
as fast or faster than the general price 
level, rates adjusted for price level 
changes would impose no increased real 
burden at all. 

The principle of paying the full cost of 
service should be applied to the return 
on capital. Including the compensation to 
the capital suppliers as a cost loses much 
of its significance when the measurement 
of the cost differs from the measurement 
of other costs and revenues. Common 
dollar accounting, although it may result 
in higher consumer rates, provides a bet- 
ter measurement of the costs which util- 
ity customers are to be charged. 


e 


Empirical Evidence on Consumer Rates 


. wes there are no state or federal com- 
missions that have adopted complete, 
common dollar accounting as outlined 
above for regulatory purposes, no direct 
comparisons are available on consumer 
rates. Nevertheless, an indication of what 
might occur can be found in a comparison 
of consumer rates under the “fair value” 
states and under the “original cost” 
states. In the former, varying degrees 
and methods of adjusting for the chang- 
ing value of the dollar can be found. 

Consumer prices in the states allowing 
more liberal earnings appear to be, in the 
long run, as low or lower than in the 
other states. Table 2, below, shows 
the comparisons for a survey of 103 class 
A and B private electric utilities. The 
electric utilities in fair value jurisdictions 
had lower average monthly bills for each 
of the four residential classifications. 
Moreover, the bills increased less from 
1953 to 1957 in these jurisdictions for 
the 250 kilowatt-hour classification which 
best approximates the United States aver- 
age. 

Perhaps, an important reason for these 
somewhat surprising results, aside from 
increased operating efficiency, would be 
the decline in the cost of capital over 
time. In proportion as the risks of utility 
investments are diminished, the lower 


TABLE 2 


AVERAGE MONTHLY RESIDENTIAL BILLS F ECTRICIT 
A M R IAL BILts FoR Ex ICITY 


Fair Value States 
Avg. Bill 


Federal Power Comm. 
Use Classification 1957 
$1.86 

375 

7.09 

9.88 


Original Cost States 
% Increase Avg. Bill % Increase 
1953-57 1957 1953-57 
3.3% $ 2.06 2.5% 

3.9 4.03 33 
25 7.52 3.4 
a 10.77 4.2 


T“Bills Are Lower with ‘Fair Value,’” Electrical World, CKLIX (June 16, 1958), pp. 71, 72. 
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cost of capital benefits the consumer. By 
granting some protection against a rising 
price level, the regulatory commissions in 
the fair value states have reduced the 
risks of investment. 


Summary 


ie this article an attempt has been made 

to relate accounting data adjusted for 
price level changes to the problems of de- 
termining the rate base, the allowable 
earnings, and the consumer rates of util- 
ity companies under public regulation. 
Adjusting the original dollar investment 
of the common stockholders for price 
level changes provides a substitute rate 
base for the currently used original cost, 
reproduction cost, or fair value rate 
bases. By doing this regulatory agencies 
would accord more equitable treatment 
to utility investors and, yet, retain a sys- 
tem that is amenable to feasible admin- 
istration. Utility companies are given the 
opportunity enjoyed by other industries 
of trying to maintain the purchasing 
power of their reported earnings. 

If economic conditions surrounding 
utility investment were such as to dry up 
the source of risk or venture capital 
available to them, the only alternative 
would be state enterprise. At a time when 
utilities are embarking on ways to con- 
vert nuclear energy to the economic pro- 
duction of utility services, it would ap- 
pear to be essential to encourage the 
devotion of equity capital to utility in- 
vestment. 


ucH, unfortunately, does not appear to 
be the case. Under present regulatory 
policies which, in most cases, ignore pur- 
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chasing power changes, the consumer 
does not pay the full cost of the service 
provided and the investor fails to receive 
an equitable or economic return in real 
terms. One can only surmise that such a 
policy in the long run will bring about a 
gradual deterioration of investment op- 
portunities in public utilities and finally 
a destruction of venture capital in this 
field. Even if this were not the case, con- 
siderations of justice and fair treatment 
would forbid the indirect confiscation of 
investor capital through artificial limita- 
tions on opportunities for earning a rea- 
sonable return on the purchasing power 
invested. 


4 eeers remains the possibility of con- 

tinuing to “muddle through’ the 
problems confronting public utilities. That 
is to say, if the inflation in this country is 
gradual enough it is possible to make 
rate adjustments only when absolutely 
necessary to attract new capital. In other 
words, some regulatory agencies may let 
utilities founder in the sea of unrealistic 
real earnings, stepping in only when nec- 
essary to keep the victim’s head above 
water. This, of course, is not intelligent 
rate control nor does it foster a dynamic, 
progressive utility industry. What the 
regulatory agencies should adopt is a 
formal method of setting rates consistent 
with the changing economic conditions. 
For what attracts new capital is not so 
much the immediate return but, rather, 
the treatment and return that the investor 
can anticipate receiving in the future. The 
purchasing power rate base outlined in 
this study would be a step in this direc- 
tion. 
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The FPC and Industry Contacts 


Contrary to what was argued in the press recently 
in connection with so-called improper contacts of 
regulatory authorities with those they regulate, this 
author believes that personal contacts are vital to 
settling cases wisely. More contacts, not less, are 
needed, and to accomplish this certain procedural 
reforms should be initiated. The extent to which 
industry and the FPC can get together and talk 
it over is the extent to which speedy and mutually 


agreeable decisions can be made. 


By ROBERT B. ECKLES* 


URING March, April, and May of 

this year the nation’s press car- 

ried many feature stories about 
the unsatisfactory conduct and methods 
of doing business on the part of certain 
Federal Power Commissioners. Questions 
asked particularly during sessions of the 
House Committee on Foreign and Inter- 
state Commerce’s Subcommittee on Legis- 
lative Oversight, became the springboard 
for many of these articles and stories. 
It was said that some of the commission- 
ers might have accepted favors and serv- 
ices improperly from companies having 
cases before the commission, or that there 
seemed to be grounds for suspicion that 
this had taken place. These stories hit 
the press just at the time that it was an- 
nounced by the White House that Com- 
missioner William R. Connole would not 
be reappointed to the commission. Con- 
nole was labeled by some correspondents 
as the only commissioner who was the 


friend of the average household consum- 
*Purdue University, Department of History, 
Government, and Philosophy, Lafayette, Indiana. 


For additional personal note, see “Pages with the 
Editors.” 
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er of natural gas. The press had a go 
in writing about the commission and 
brought forth the idea that industry was 
influencing the commissioners too much 
through personal interviews and man-to- 
man contacts.’ 


HE press seemed to bear down hard 
on the commissioners for listening 
too much to spokesmen representing pipe- 
line companies and others who might have 
business before it in personal contacts. 
No specific act or decision by the com- 
missioners was condemned as unlawful 
or sufficiently bad to call for impeachment. 
But the way some members had handled 
themselves in their public relations was 
censured. 
In all this purple-tinged writing one 
very vital problem, that might ex- 


1See for example: Indianapolis Star, March 24, 
1960; New York Herald Tribune, April 15th; 
New York Times, March 17th, April 20th, April 
26th, April 28th; Wall Street Journal, May 11th, 
May 13th, May 24th; Washington Post, April 
13th, April 18th, May 4th, May 5th, May 15th, 
May 18th; Evening (Washington) Star, April 17th, 
April 26th, April 29th, May 1st, May 22nd; Wash- 
ington Daily News, May 2nd, May 11th. 
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plain some of the commissioners’ acts, 
was almost neglected. 


What Was Lost Sight of 


Ww" the press did not discuss was 
the problem of procedural reform 
and a demanding need for establishment 
of ease and clarity of communication be- 
tween the commission and those with 
business before it. There is nothing in 
law or procedure that prohibits anyone 
having business or real interest from 
talking to staff and commission. Once 
the formalities of making appointments 
and formal notices are met every citizen 
has an equal chance to discuss his points 
of view. The business days of commis- 
sioners and top-level staff are taken up 
with interviews and personal contacts. 
Indeed it would be improper if public 
servants so situated did not meet those 
having business before the commission. 

Usually applicant companies send rep- 
resentatives, and others having business 
follow established practice, to talk to top- 
level staff and commissioners. Interviews 
are accepted as part of the routine. 
Everyone wants to be sure that the com- 
missioners know his side of the problem. 
It is both the right and privilege of ap- 
plicants to talk, sometimes interminably, 
to public servants. Unless there is a clear 
legal or procedural prohibition such a 
discussion ought to be welcomed by all 
participants. The commission must have 
as much information as possible. The 
areas where communication is improper 
are well marked and stand plain for all 
to see. The problem of communication 
now demanding solution is that of mak- 
ing provision for procedures that speed 
up the flow of information. 


| eee information about a specific 

case comes through established investi- 
gatory procedures. The application is 
made for specific relief through chan- 
nels. A formal record is compiled of facts 
and issues. 

While these avenues for enlightenment 
are traditional, they do not always give 
sufficient scope to the background of the 
immediate issues. There is more that 
should be known than can appear in form- 
al hearings and in established patterns of 
procedure. 

The staff is required to operate in a 
manner that seeks to protect public in- 
terest. It must apply certain tests and 
formulas for judgment of the value of 
evidence placed before it. It is a defender 
and advocate simultaneously. It must ac- 
cept or reject statistics, issues, and assess 
and weigh meanings that follow regula- 
tory concepts and orders. In the end the 
commissioners are presented with its 
contentions and opinions and those of 
formal participants in a case. But it is 
not always possible for the commission 
to be fully informed on every aspect of 
what applicants or interveners or public 
body representatives think are the issues 
and implications behind the formal rec- 
ord of a case. 


| ime-oriiae long-range management 

policies, matters of future change, and 
financial or technical problems, germane 
but not of immediate concern, ought to be 
discussed during or after the formal proc- 
essing of a case. If there is a vital finan- 
cial deal that may hinge upon a sympa- 
thetic understanding of a rate case or 
investigation, the commission ought to 
be told about it—even if it has no im- 
mediate bearing on the matter at hand. 
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It is here that the interview can become 
a tool of efficient regulation. 

If commissioners are to make intelli- 
gent decisions they must be told about 
every phase, even those that may seem 
remote, of a management’s problems. The 
general economic health of a company, 
of the industry in general, may not be 
the subject of an application, and yet 
may be part of the overall need for a 
new rate or permission to lay a new pipe- 
line. Public interest requires the com- 
missioners to have a broad understand- 
ing of many matters not usually found 
in formal record of hearings and appli- 
cations. 


Improper Conduct—No! 
Contacts—Yes! 

| honeeaan conduct should be exposed 

and censured. What should not be 
condemned is the current practice of com- 
missioners in meeting and interviewing 
representatives of companies and others 
who have the future and success of their 
managements in the hands of these five 
gentlemen. The Federal Power Commis- 
sion is plagued with an involved time- 
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consuming procedure that has almost 
brought its operation to a half. Both 
staff and commissioners have taken steps 
to speed up the conduct of business. 


RDER No. 217 permitting conferences 

and stipulations on facts and issues is 
but one of many procedural reforms de- 
signed to eliminate long hearings.* The 
commissioners, aware of the need for 
both speed and broad-gauge vision, have 
suggested a procedural change that would 
permit them to delegate to one commis- 
sioner or to subordinates part of the 
functions now performed by all.* This 
provides for a division of labor, and is 
a recognition that concentration by a few 
on a problem may better cut through a 
maze of details. Senator Magnuson in 
his bill S 3069 has proposed to stream- 


2 Federal Power Commission: Docket No. R-117, 
In the Matter of Miscellaneous Amendments to 
Expedite Commission Proceedings and Shorten 
Records. Order No. 217, Washington, D. C. No- 
vember 20, 1959. 

3 See: Federal Power Commission: Progress in 
Improvement of Operations, Memorandum from 
Executive Director to the Commission: September 
8, 1959. Washington, D. C. Federal Power Com- 
mission: 39th Annual Report, pp. 22, 23. Washing- 
ton, D. C. 1960. 
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line commission procedure by incorporat- 
ing this recommendation.* 

The request of the commission to be 
allowed to assign one man and to dele- 
gate its powers to him and to subordi- 
nates is in part a return to an earlier 
regulatory procedure. Until the Adminis- 
trative Reform Acts of 1946 the com- 
mission could follow a practice of de- 
cision making that aimed at speedy ac- 
tion accompanied by a minimum of red 
tape. This was the “supervising commis- 
sioner” system. Under it each case was 
assigned to a commissioner who, with 
staff members, guided the cases from 
the start to finish. The supervisor and 
staff could, and on occasion did, sit at the 
conference table with company repre- 
sentatives and argue and clarify issues. 
They ironed out the kinks in the case 
and reduced it to its essential elements 
in comparatively short order. While 
there were faults found with this pro- 
cedure, it had the virtue of reasonably 
rapid clarification of attitudes, issues, 
and basic evidence.’ In essence, the pro- 
posals for reform seek to recapture some 
of this beneficial procedure. 


Faster Regulatory Decisions 
Everyone’s Aim 


(." sought by everyone affected by 
the slowness of present regulation 


4See: United States Senate: 80th Congress, 2nd 
Session, S 3069. A Bill to Authorize Federal Power 
Commission to Delegate Its Functions, by W. 
Magnuson. Read twice and referred to Committee 
on Interstate and Foreign Commerce, February 
19 (legislative day, February 15), 1960. 

5 The writer is indebted to the late Commission- 
er C. L. Draper for comments on the function of 
the “supervising commissioner.” See also: Com- 
mittee on Independent Regulatory Commissions, 
etc. Appendix N. Report prepared by the Com- 
mission on Organization of the Executive Branch 
of the Government, pp. 101-103. Washington, D. C. 
January, 1949. 
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are those of definite recommendations, 
and those arrived at quickly. Applicant 
companies must know the status of rate 
cases and how they will be decided or 
have definite information that they can 
present to the investing public and to 
financial institutions. Delay in getting 
answers on rates or proposed programs 
for construction may hold back those 
who lend money or buy stocks. 


Flee of slow procedures and 

the resulting communication block is 
the unfortunate drag they put upon man- 
agement decisions. One of the most valu- 
able advantages of the present practice of 
personal interviews is that management 
can expound its problems and opinions to 
the commission. Interviews between key 
industry personnel and the commission, in 
which decision making and future plans 
are outlined, are more and more require- 
ments in a period when the economics of 
pipelining and public utility operation are 
changing rapidly. Full knowledge over 
and beyond that of specific application is 
essential. 

In this decade in which increasing de- 
mand for and probabilities of diminishing 
supply of natural gas are the most vital 
facts facing the public, communication at 
all levels within the commission is to be 
encouraged, Perceptive and wise regula- 
tion with the fullest knowledge is more 
essential than ever before. 


7 proposed procedural changes that 

would permit staff and commission 
to come directly into contact with the 
issues and to speed up formal action 
through stipulations before hearings are 
highly desirable. But in the end the suc- 
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cess of any reform will depend upon the 
ability of the representatives of industry 
and the commissioners to talk it over. 
More and not fewer personal contacts 
seem desirable. It will be very hard to 
work out a scheme that could permit 
more personal contacts when the com- 
missioners are so overburdened now. Per- 
haps some function of the commission 
could be established that would help the 


commissioners in this matter. Perhaps 
they could delegate to a secretary or aide 
the task of preliminary work that could 
clear away the underbrush of both issues 
and problems. With good will and de- 
termined purpose the interviews and con- 
ferences by commissioners and industry 
and other representatives might result in 
more perceptive decisions and long-range 
regulatory policies and reforms. 





Bleeding Tax Dollars 


—o a government-owned power plant is built, it almost 

always means that the people have let the politicians cut 
their throats, figuratively speaking, so they can bleed tax dollars. 
From the day it turns its first generator until the last day it lives as 
a socialized enterprise, the people will pay for the project in many 
ways. They will pay in taxes—taxes to build and more taxes to make 
up for taxes which tax-exempt public businesses do not pay. Worst 
of all they have let another link in the chain of officialism be forged 
to bind them. 

"The Niagara Falls Gazette points out that the people in the 
town of Lewiston, New York, have learned this lesson well, and found 
it a bitter one. It states that: 'If Niagara Mohawk Power Corpora- 
tion and four other utilities had been granted a license to redevelop 
the Niagara river for power, the total assessed valuation of the town 
of Lewiston probably would have gone up five or six times. The hopes 
of Lewiston taxpayers that they would some day find themselves on 
easy street have long since been dashed.’ Politics favored a public 
plant. 

“But the story is far different in the village of Buchanan, New York, 
with a population of 2,117. Consolidated Edison Company is build- 
ing a $100 million tax-paying atomic power plant there. Total assessed 
valuation is expected to be $25 million when the plant is completed 
in 1961. By contrast, the total valuation of all the property in the 
town was only $3 million last year. Free tax-paying enterprise in any 
line of endeavor is an asset to the community. Tax-exempt political 
projects are a threat to freedom and a liability." 

—EDITORIAL STATEMENT, 
Industrial News Review. 
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New Ideas about Annual Reports 


Today a company's annual report is considered an im- 
portant public relations tool worthy of careful thought and 
unusual execution. What once was an all-type, dry statisti- 
cal résumé is now more often a dramatic, picture- 
replete, multiple-color printing masterpiece. Here 
are two accounts by two different authors about 
two different aspects of annual report techniques. 


Mr. Yeomans* tells about how one company so im- 


proved annual reports that it started winning 
"awards." Mr. Stanley* discusses the pros and cons 
of a novel type of annual report—the newspaper 
format. 


Tinkering with the Annual Report 
By ROBERT D. YEOMANS 


OUR years ago we decided to put our 

annual report through the clinic to 

determine what, if anything, was 
needed in the way of surgery to improve 
its general format and readability. By the 
way of a standard, we had the benefit, 
of course, of several hundred reports 
from other companies which annually 
found their way across our desks. In 
addition, there were articles and critiques 
of a professional nature which set up 
certain guideposts thought to be essen- 
tial by their authors. The effort to tell 
the corporate story in pictures, graphs, 
and color was rapidly gaining momentum, 
urged on by the possibility of winning 


*Secretary, The Washington Water Power Com- 
pany, Spokane, Washington; president, Corporate 
Services, Inc., Brooklyn, New York, respectively. 
For additional personal note, see “Pages with the 
Editors.” j 


recognition in one of several national 
contests for outstanding annual report- 
ing. Measured by such criteria as was 
available, our reports seemed a bit drab, 
albeit they contained the minimum 
amount of information required of a 
listed company. 

It should be pointed out, parenthetical- 
ly, that our utility had been part of a 
holding company for twenty-five years 
prior to August of 1952, and the only 
part of a conventional report of interest 
during those years was the income state- 
ment. Hence the problem of putting to- 
gether an annual report, which might 
intrigue the public shareholders, was a 
somewhat novel one for us. 


HIS lack of experience and _ back- 
ground was manifest in the first 
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few reports—they were somber, had few 
pictures other than front and back cov- 
er—variations in type which made read- 
ing difficult—in short, they gave the im- 
pression of publications put together 
rather than planned. And that really was 
pretty much the case. 

The secretary of the company and an 
assistant secretary pasted up the dum- 
my after gathering from different de- 
partments and individuals the narrative 
part of the report. They screened a few 
of the pictures taken by the company 
photographer during the year and se- 
lected some which seemed to tie in with 
the several topics covered. From there 
on it was the printer’s job to try and 
produce something with eye appeal. 

In 1955 some color was added for 
the first time—the cover and a two-page 
center spread. The size of the type still 
varied from page to page—there was 
still the same engineer’s scale drawing 
of the system map. The report seemed 
deficient in continuity, but it was brighter 
and it definitely was an improvement. 
Still it had not yet become the kind of 
publication that reflected a proper pic- 
ture of the company. 


Our Next Approach 


tome clinical examination determined, 
first, that the administrative direc- 
tion of preparing the annual report 
should remain the responsibility of the 
secretary. He was in a position to know 
the general accomplishments and activi- 
ties of the company and, as an officer, 
had the status, through liaison with the 
other departments, to obtain the specific 
data required to piece together the com- 
pany’s story. The latter function is most 
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important. Deadlines have to be met and 
overtime charges kept to a minimum. 
Furthermore, the secretary is charged 
with the principal responsibility for 
shareholder relations and the annual re- 
port represents a most important com- 
munications media between management 
and the corporate owners. 

But for creative talent and mechanical 
know-how, it was apparent that other 
company personnel should be called in. 
Public relations and advertising people 
had these abilities, and so the tasks of 
layout and initial narrative became their 
responsibility. Collectively, we studied 
other annual reports for their better fea- 
tures, had our previous reports criticized 
by several well-known analysts, and read 
the published material available on the 
techniques of putting together an annual 


report. 


W: did not increase the amount of 
color the first year, but we did 
change from letterpress printing to li- 
thography, and demonstrated that there 
was no deterioration in color reproduc- 
tion. This change also permitted us to 
put the printing of the report out on 
bids, for the first time, with local firms, 
and has resulted in keeping our cost per 
copy about the same during the past 
four years—slightly less than 30 cents. 
We also prepared as a separate insert 
a rather exhaustive statistical supple- 
ment which could be readily filed apart 
from the report. This avoided a mass of 
data in the report which might not have 
been of interest to many share owners 
and was a less expensive method of 
printing the material. 
The first report prepared as a “‘team” 
effort was very well received, judged 
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by the unsolicited letters and comments 
directed to the management. 

The next year we decided to go to 
full color, and won an honorable men- 
tion award in the Reddy Kilowatt An- 
nual Report Contest for class C utilities. 
We had learned that once you use some 
four-color process in the printing of the 
report, the incremental cost of employing 
it throughout the book was negligible. 


B now we had worked out a pretty 

satisfactory routine. Those involved 
in the preparation of the report would 
sit down together in early November for 
several brain-storming sessions. These 
would develop a general theme, a tenta- 
tive dummy, and the pictures to be con- 
sidered. A series of printer’s deadlines 
would next be outlined and bid specifi- 
cations prepared. With the copy dead- 
lines at hand, we then met with repre- 
sentatives of the various departments— 
accounting, power supply, construction, 
etc.—who formed a sort of editorial com- 
mittee and who had the responsibility 
for producing first-draft narratives of 
their particular department’s activities. 


In succeeding issues we made two ma-~ 
jor changes: We substituted matte sur- 
face paper for the glossy or enamel type 
we had been using, and changed from a 
vertical to a horizontal magazine. 

Matte surface paper accepts four-color 
process with very nearly the integrity 
of enamel paper. However, there are no 
reflections, and reading is made more 
agreeable. 

We are not committed to a horizontal 
format. We used it to achieve a bit of 
variety from previous reports, but prin- 
cipally because our professional people 
felt it was more adaptable to statistical 
material and picture layout. A few share- 
holders have objected that it does not 
accommodate the standard three-ring 
binder. 


Start Winning Awards 
O” last report, the fourth since we 


made the production a group effort, 
was given first award in its class by the 
Public Utilities Advertising Association, 
and a Merit Award in the Financial 
World competition. 
In two out of the past four years our 
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reports received national recognition. We 
seem to have impressed the critics, but 
what about the public—our shareholders. 
It appeared to us that it was time to at- 
tempt a reader survey, and for this pur- 
pose we inserted in our last report a 
self-addressed return post card in the 
form shown on page 453. 

Reports mailed to 22,880 shareholders 
produced 518 replies—a return of ap- 
proximately 2 per cent. Considering the 
ease with which a shareholder could 
check and return the card—if his com- 
ments were favorable—this seemed a 
disappointing return. However, in the 
March, 1960, publication of the Ameri- 
can Society of Corporate Secretaries on 
Share Owner Communications, only two 
companies are mentioned as having re- 
cently polled their stockholders on their 
reactions to annual reports. In neither 
case was the response more than 1 per 
cent. Perhaps their experience and ours 
indicate than only a small sampling can 
be obtained—for whatever reasons. 

In any event, the response pretty close- 
ly approximated, percentagewise, the 
number of our shareholders in each of 
the 50 states. At first blush, this seemed 
to indicate that we might have a scientific 
sampling which could be translated into 
total shareholder reaction. However, peo- 
ple who know their polls were not so 
optimistic. They explained the results as 
merely further proof that about the same 
percentage of people in every state will 
respond to a questionnaire. 


Ae encaggnenes they said that some com- 
fort might be found in the small 
response; 7.¢., as an indication that most 
share owners were satisfied with the con- 
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tents and quality of the report. Had they 
not been, they would have made the ef- 
fort to let us know. If this is a valid 
conclusion, then the small additional cost 
of the post card was worth while. 

About 40 per cent of the post cards 
returned bore comments and most of 
these were flattering and/or constructive. 
For instance, it is apparent that there is 
some misunderstanding on the part of 
shareholders as to the impact of the per 
copy cost of the annual report—a belief 
that any reduction could be added to 
their dividend in toto. As a result, we 
shall devote some space next year to a 
discussion of the expense of the annual 
report actually and comparatively and in 
its relation to earnings available for divi- 
dends. 


We Hope to Still Improve 


oo constructive suggestions which 

will be considered in the preparation 
of our future reports relate to the great- 
er use of charts and more emphasis on 
the economic potential of our service 
area. 

A number of the comments posed ques- 
tions which merited a reply. In most 
instances they were answered personal- 
ly by the president of our company, and 
this interest in the shareholder was not 
without its rewards. For instance, one 
holder of a substantial number of shares 
decided to maintain his investment in 
the company when certain of his questions 
were answered satisfactorily ; and another 
wrote that as a result of the attention 
she had received she had increased her 
holdings of the company stock. 

Naturally, we enjoyed the flattering 
comments which we would like to feel 
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echoed the sentiments of the 98 per cent 
who did not respond; such remarks as 
“a rather warm and readable report”... 
“the unschooled layman (in utility mat- 
ters) can read it understandingly.” 

It must be admitted that while our 
reader survey was informative, it was 
not conclusive. Still unanswered in the 


writer’s mind is the ultimate question: 
Do the company’s shareholders really 
want an elaborate report? Would the 
company’s image be less favorable by 
comparison if the report were done in 
black and white? Are we not competing 
for aesthetic recognition rather than read- 
ership? 


The “Newspaper” Annual Report 


By WILLARD F. STANLEY 


INETEEN SIXTY has produced a no- 
table new technique in stockholder 
relations. This is the annual report 

issued in the general form of a newspaper. 
The technique is believed to have been 
first employed early this year by Crown 
Western Investments, Inc., a mutual fund 
investment company of Dallas, Texas. 

While this type of report lends itself 
readily to use by mutual funds and other 
investment trusts, it also seems to hold 
many possible attractions for utilities. 

The report in question differs from the 
customary form of annual report by being 
entirely in black and white. 

The elimination of color, as well as 
the “newspaper” format, which tends to 
reduce substantially the weight of the 
report, should result both in considerable 
savings in production and mailing ex- 
pense. More important, however, is the 
opportunity which the new type of re- 
port should give to create a more intimate 
relationship with stockholders as well as 
to make use of the report for multiple 
purposes such as distribution to em- 


ployees and leading civic and community 
groups as well as to stockholders. 

Such a form of report would contain 
the narrative of the annual report in 
more or less conventional form, plus an 
informal letter from the chief executive, 
if desired. In addition, it would also con- 
tain the certified financial statements, to- 
gether with any statistical data the com- 
pany might desire to present to the stock- 
holders. 


Some Advantages of “Newspaper” 
Format 


B" the “newspaper” treatment invites 

greater intimacy with stockholders 
than the conventional form of report. 
This should make possible inclusion of 
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many types of items which are not cus- 
tomary in conventional reports and which 
could contribute toward producing more 
favorable relations with investors. 


° abeceneeranie news items with respect 
to employees would seem suitable to 
the “newspaper” arrangement. For ex- 
ample, awards to employees for merit, as 
well as photographs of management and 
employees, with brief stories of the ex- 
perience and accomplishments of the indi- 
viduals. The report might even comprise 
an employees’ “society” column, with 
carefully selected pictures of recent brides 
and grooms, babies and children among 
the employees, etc. Many utilities issue 
house organs to employees, which cus- 
tomarily contain photos of this character. 
However, there should be no doubt that 
employees, while relishing inclusion of 
pictures of themselves and their families 
in house organs, would get an even great- 
er “kick” if these photos were contained 
in an annual report distributed among the 
company’s stockholders, numbering many 
thousands and situated all over the na- 
tion. 

Photographs and stories might also be 
included in the “newspaper” format re- 
port regarding outstanding achievements 
of civic and community groups in aid- 
ing to increase the population of the 
cities served and in attracting new in- 
dustries thereto. Nor need this type of 
publicity be limited to matters directly 
affecting new business. They might be 
extended to achievements of such organ- 
izations in cultural and artistic matters 
as well as those affecting public health 
and safety. An organization contributing 
to develop an outstanding school system; 
one helping to develop an unusual degree 
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of auto safety in the particular com- 
munity, or aiding in creating an usual- 
ly efficient sewage system, might furnish 
a source for stories which would prove 
of interest to stockholders if included in 
the “newspaper” form of report. While 
leaders of these groups are probably 
somewhat more blasé than employees, it 
is difficult to believe that most of them 
would not derive pleasure from having 
their photographs, and the accomplish- 
ments of themselves and their organiza- 
tions, brought to the attention of thou- 
sands of company stockholders. All this 
could well add up to improved employee 
and consumer relations. 


Other Side of the Coin 


N’ let us consider what might be 

argued against the use of a “news- 
paper” type report. First, it would prob- 
ably have to eschew color. But is color 
vital to utilities in their annual reports? 
It is true that annual reports of indus- 
trial companies often contain attractive 
pictures in color of their various prod- 
ucts. Here, color adds substantially to the 
attractiveness of the appearance of the 
product and may be helpful in “selling” 
such products to stockholders and their 
friends and relatives. But the products 
of electric and gas utilities are not visible. 
Therefore, pictures contained in their 
reports are necessarily limited to proper- 
ties and territory served. Thus the ob- 
jections to elimination of color should 
lose considerable weight in the case of 
utility annual reports. 

Proponents of the black-and-white 
“newspaper” report could also argue, 
with considerable reason, that, in this 
day and age, utility stockholders are pre- 
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pared to take it for granted that the com- 
pany has large, modern plants and other 
facilities necessary to do their business. 


ery stockholders, being fairly so- 
phisticated, realize, too, without be- 

ing shown pictures, that today every com- 
munity served by every utility contains 
new industrial plants, new office build- 
ings and/or other new edifices, recently 
completed or in course of construction. 
They are generally prepared to assume 
that all utilities serve attractive residen- 
tial districts, and, in short, that, in most 
cases, there is little basic difference in 
quality or even proportionate quantity, 
between the expansion which is proudly 
(but expensively) exhibited in color pic- 
tures by utilities in their annual reports. 
Assuming these arguments have any 
merit, they seem greatly to lessen the ob- 
jection to color elimination as applied to 
utility report presentations. Of course, 
nothing would prevent inclusion in the 
“newspaper” type report of selected pho- 
tographs in black and white of proper- 
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ties and territories which the company 
felt it desirable to display to the stock- 
holders. 


Some Distribution Objection 


" sehonegpies of the “newspaper” for- 

mat might raise objection to the 
“multiple” use of the report through its 
distribution to employees and civic and 
community organizations, or either. What 
about a company (they might ask) that, 
within the year being reported, has made 
unusual strides in increasing its earnings 
or which (within that year or later) 
has made a considerable increase in its 
per share dividends? Would not distribu- 
tion of the reports to employees or civic 
groups, or both, in such a case unneces- 
sarily emphasize these unusually good 
earnings or the increased dividend, and 
thus run the risk of tending to develop 
a desire on the part of employees for 
more wages, and on the part of consum- 
ers for reduced rates? Would not they 
be likely to reason that if the company 
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shows that it is doing so well, they should 
share in the prosperity ? 

A question like this cannot be answered 
accurately in general terms, but only by 
individual utility managements in the 
light of the particular circumstances sur- 
rounding their company. “Multiple” dis- 
tribution might have serious repercus- 
sions in the case of one company with 
favorable recent developments, while the 
same situation might pass unnoticed with 
another company because of different 
circumstances. 


hese of the “multiple” distribu- 

tion idea might also contend that if 
a company once issued a “newspaper” 
type report and distributed it to em- 
ployees and civic and community groups 
in years during which the company’s 
earnings improvement was not sensation- 
al, nor did it raise the dividend, it will, 
nevertheless, run the risk of suspicion 
from either or both of these sources, 
should it subsequently decide to limit dis- 
tribution of its annual report solely to 
stockholders in a later year where the 
earnings progress was phenomenal or a 
considerable dividend increase occurred. 
A company might have made “multiple” 
distribution for several years and then 
reached a year where the company 
achievements were such as to make man- 
agement think it would be wiser not to 
call them to the attention of employees or 
consumers. 

Dangers of unfavorable reaction in the 
event of such a change in policy seem 
considerably more remote than where 
the first annual report to be “multiply” 
distributed happens to contain a record of 
unusually favorable developments by the 
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dividendwise. 


company, earnings or 
Nevertheless, it might be dangerous to 
dismiss such a risk without first giving 
it careful consideration in the light of 
the particular circumstances of the in- 
dividual company involved. Obviously, 
this consideration, to be effective, must 
be given before “multiple” distribution 
is first adopted. It would be too late for 
effective consideration when the occasion 
for change in distribution policy arises 
in the future. 


A to selection of the civic and com- 

munity groups to which the “news- 
paper” form of annual report are to be 
distributed, it seems desirable, first, to 
select those which have made outstand- 
ing contributions in recent years to the 
building up of population and industrial 
activity. Those groups contributing sub- 
stantially to unusual accomplishments in 
the fields of culture, art, and public 
health and safety could next be consid- 
ered. When the groups to be approached 
have been selected, the officials of the 
organizations affected could then be con- 
tacted to ascertain whether they believe 
their members would be interested in re- 
ceiving the company’s annual report in 
the new “newspaper” form. Also, if it 
is intended to include in the report pho- 
tographs and/or stories respecting such 
organizations of their officials, it should 
also be ascertained whether this would 
be agreeable to them. 


T the reaction is found to be favorable, 

actual distribution could be made by 
the company, obtaining a list of members 
and itself distributing the report to these 
members. In the alternative, the company 
might supply a quantity of copies of the 
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report to the organization for distribu- 
tion by it to its members, with the under- 
standing that the company would furnish 
additional copies, if desired. 

The means employed might rest on the 
decision of company management as to 
whether it was willing to have the com- 
pany go to the expense of distribution or 
whether it preferred that this expense 
be borne by the organization. The organ- 
ization should be consulted before a de- 
cision is reached as to the “multiple” 
distribution idea, for if the company did 
not wish to incur the expense of distri- 
bution it might find that the organization 
was interested in its members receiving 
the company report only if the distribu- 
tion expense is borne by the company. 


And Now .. . So What? 

HAT does all this add up to? Are the 

new “newspaper” form of annual 

report and the “multiple” distribution 
which it invites likely to be assets to 
utilities adopting them, or are they more 
likely to become liabilities? 

Briefly summarizing, the pros and cons 
presented above may be stated as fol- 
lows: 

Pros 

1. Lower expense in production of 
“newspaper” form annual report, due 
to elimination of color, and also reduc- 
tion in mailing expense due to lessened 
weight. 

2. Opens way for more intimate re- 
lationship with stockholders. 

3. Makes possible more favorable 
relationships with employees and con- 
sumers. 

Cons 
1. Danger of disclosing to employees 
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or consumers, or both, rapid improve- 
ment in company earnings and/or any 
considerable increase in per share divi- 
dends. 

2. Danger of suspicion arising in 
cases where “multiple” distribution is 
made of the report for one, two, or 
several years, followed by limiting dis- 
tribution to stockholders only in a sub- 
sequent year when company’s achieve- 
ments in earnings or dividends are such 
that management does not deem wise 
their disclosure to employees and/or 
consumers. 


ENGTHY and serious consideration of 
the idea of the “newspaper” format 
and “multiple” distribution thereof may 
produce other important pros and cons in 
individual cases. While the possibilities 
of the new form of report seem in- 
triguing, careful attention is required to 
make sure none of the possible disadvan- 
tages are overlooked before the company 
commits itself to the new form or to “mul- 
tiple” distribution of the report. 
Judgment of individual company man- 
agement as to the most likely psycho- 
logical reactions of stockholders, em- 
ployees, and consumers to the pros and 
cons inherent in adoption of a “newspa- 
per’ format report and “multiple” dis- 
tribution, should, in the last analysis, dic- 
tate the decision of utility management 
as to whether the new idea fits the par- 
ticular problems and situation of their 
company. The new form seems to offer 
such interesting opportunities for possible 
improvement in stockholder, employee, 
and consumer relations as to justify the 
expenditure of time and effort in its care- 
ful consideration. 
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ICC Irregularities Denied 


HE chairman of the Interstate Com- 
merce Commission on August 31st 
denied a Congressman’s charge of corrup- 
tion in the ICC’s regulation of trucking. 
ICC Chairman John H. Winchell said the 
commission was “surprised at the state- 
ment yesterday by Representative Oren 
Harris (Democrat, Arkansas), charging 
possible corruption in the commission’s 
administration of the Motor Carrier Act.” 
Harris, chairman of a House investiga- 
tion subcommittee, made the charge at a 
public hearing on August 30th. He said 
investigators had turned up indications 
of “irregularities and even possible cor- 
ruption” in the ICC’s regulation of truck- 
ing. In the ICC statement, Winchell said 
“most emphatically, there has been no cor- 
ruption on the part of the commission and 
we have been unable to find any miscon- 
duct on the part of our staff.” 

Harris had previously said that there 
was evidence indicating that Interstate 
Dress Carriers, Inc., of New York, had 
received favorable ICC treatment, even 
though the agency had, or should have 
had, knowledge of the company’s violation 
of the Interstate Commerce Act. Com- 
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menting of this, Winchell said “we are 
surprised (at Harris’ statement) in view 
of our own positive action in connection 
with this and other carriers, and our com- 
plete co-operation with the subcommittee 
in giving it all the facts in our possession.” 
He continued : 


The president of Interstate Dress 
Carriers, Inc., is presently serving a 
prison sentence for subornation of per- 
jury in a hearing before the commis- 
sion. This conviction resulted from the 
commission’s recommendation to the 
Department of Justice for prosecution. 
This recommendation was prior to the 
creation of the subcommittee. 


ICC also said Harris stated that “the 
subcommittee has ‘information that Inter- 
state Dress Carriers illegally acquired con- 
trol of another carrier, Gold Star Freight 
Lines, Inc.’ ” 


> 


Lobby Restrictions on 
Congressmen 


rg its recent convention in Washington, 
D. C., the American Bar Association 
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adopted a resolution urging regulatory 
rules to prohibit members of Congress and 
others from lobbying during final proceed- 
ings before federal regulatory agencies. 
The statement urged that regulatory agen- 
cies should amend their rules of practice 
so that the only persons who could be 
heard during a top-level review of ex- 
aminers’ recommendations would be at- 
torneys appearing on behalf of the parties 
directly involved. The approved resolution 
was submitted by Federal Trade Commis- 
sion Chairman Kintner. 

Kintner is also chairman of the ABA 
Section on Administrative Law. He noted 
reports that politicians and others had 
been permitted to swell the record of nu- 
merous cases before the Civil Aeronautics 
Board, after formal hearings had been 
concluded. Such action only serves to pro- 
long cases and bring up irrelevant issues, 
in Kintner’s opinion. He said there was no 
reason why Congressmen and others 
should not appear as witnesses during oral 
argument. But he felt that members of 
Congress should welcome a change in reg- 
ulatory procedure rules, such as proposed, 
because it would relieve them from mak- 
ing speeches on behalf of their constitu- 
ents before regulatory agencies. 


* 
House Report Hits 


Reclamation Bureau Practices 


. p< House Government Operations 
Committee on September 2nd charged 
that the Bureau of Reclamation is violating 
federal laws governing the sale of public 
power, in order to sell it to a privately 
owned utility company in California. In a 
report on the sale and transmission of pub- 
lic power in the Central Valley project in 
California, the committee also accused the 
bureau of making “misleading statements” 
about its dealings with the Pacific Gas and 
Electric Company. 
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A minority committee member, Repre- 
sentative Robert R. Barry (Republican, 
New York), labeled the Democratic re- 
port as “another chapter in the majority’s 
continuing efforts to promote federal own- 
ership in the utility field.” He said the 
Democratic charge that the bureau was 
violating federal law was a “startling dis- 
tortion.” 

Committee Chairman William L. Daw- 
son (Democrat, Illinois) said in the report 
that “large savings will result if public 
power is sent directly to its customers in- 
stead of ‘wheeled’ over lines owned by 
private utilities.” He said the committee 
had found that the bureau was selling 
Central Valley power not being used by 
preference customers to the Pacific Gas 
and Electric Company. “Under federal 
law,” Dawson said, “the bureau should 
have sold such available power to pref- 
erence customers who were then seeking 
power instead of to the private utility com- 
pany.” 

Representative John E. Moss (Demo- 
crat, California), chairman of the sub- 
committee investigating the case, called on 
other preference customers to apply for 
Central Valley project power. The com- 
mittee report deals with the power prob- 
lems of the cities of Redding, Roseville, 
and Portola, the Shasta dam area public 
utility district, the Plumas-Sierra Rural 
Electric Co-operative, and the state of 
California Department of Water Re- 


sources. 


¥ 


Mountain Sheep Dam Urged 


HE Pacific Northwest Power Com- 
pany on September 2nd told the FPC 
that its proposed multipurpose Mountain 
Sheep dam project on the Snake river will 
give the Pacific Northwest more and 
cheaper power than any rival plan. The 
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statement was made in testimony before 
the FPC in connection with the company’s 
application for a license to build the $257.1 
million dam. Written testimony was pre- 
sented from eight PNP witnesses—engi- 
neers, executives, financial experts, and 
biologists. 

The company said failure to license the 
High Mountain Sheep dam now would 
result in an economic loss of $371 million 
in water power wasted to the sea. In es- 
tablishing superiority of the High Moun- 
tain Sheep plan of development, PNP 
listed the cost of prime energy from that 
plan at $293 per kilowatt, $30 less than 
the Nez Perce plan. Benefit to cost ratio 
of the High Mountain Sheep plan was set 
at 3.22 to 1 against 3.11 to 1 for Nez 
Perce. 

PNP is sponsored by Portland Gen- 
eral Electric, Pacific Power & Light, 
Washington Water Power, and the Mon- 
tana Power companies. 

The commission was also to receive 
testimony of the Washington Public Pow- 
er Supply System for the competing Nez 
Perce project below the mouth of the 
Salmon. On request of the PUD group, 
the filing had been delayed first from May 
16th and again from August 15th. PNP 
said the presentation of its direct testi- 
mony climaxed many years of exhaustive 
study of how best to utilize the power and 
storage of the Middle Snake without 
harm to the tremendous fish runs that 
spawn in the Salmon river headwaters. 


gill emphasized that Nez Perce would 
block the Salmon river fish migration, 
and if any dam were to be built on the 
Salmon river it should be the Lower Can- 
yon dam. The High Mountain Sheep 
would give substantially more power and 
flood control than does Nez Perce alone. 
The company said the Lower Canyon dam 
should not be built now in order to give 
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time to develop techniques in the solution 
of fish passage problems. 

In its detailed studies making optimum 
use of all water resources of the Columbia 
river over an operational period of fifty 
years, PNP found the High Mountain 
Sheep plan would provide 5,515,000 acre- 
feet of usable storage or a half-million 
acre-feet more than Nez Perce. The com- 
pany compared an output of 1,326,000 
kilowatts of average prime energy from 
the High Mountain Sheep plan against 1,- 
191,000 kilowatts for the Nez Perce plan, 
an advantage of 176,600 kilowatts for the 
High Mountain Sheep plan. 

PNP said the High Mountain Sheep 
project was readily financable. Total cost 
of the project, $257.1 million, which 
would initially produce 1 million kilo- 
watts, includes $66.2 million for trans- 
mission facilities to load centers and $19.7 
million for facilities to handle Imnaha and 
Snake river fish passing the dam. 

PNP pointed out that this is compared 
to the Washington Public Power Supply 
System estimate for the Nez Perce dam of 
$412 million, which does not include trans- 
mission. The two Oregon-based compa- 
nies, PG&E and PP&L, will take 65 per 
cent of the power and WWP and Mon- 
tana the rest. The four companies serve 
a population of over 2.5 million people in 
four states. 
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No Portland Purchase Vote 


[nen is little chance that Portland, 
Oregon, will go into municipal opera- 
tion of electric utilities in the near future, 
according to a report recently presented to 
the city council. The report, prepared by a 
committee composed of Commissioners 
Mark A. Grayson and Ormond R. Bean, 
and Miss Marion C. Rushing, chief deputy 
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city attorney, recommends “no action be 
taken by the city in the matter of further 
study of municipal operation of electric 
utilities within the city, unless such study 
is specially financed with voter approval.” 
Possible municipal operation of the elec- 
tric system was suggested in a communi- 
cation from United Business Associates, 
Inc. The organization proposed the city 
acquire the Portland plant and properties 
of Pacific Power & Light Company by ex- 
ercising the franchise option which allows 
the city to take over the utility. The letter 
from the corporation included arguments 
that use of a rate differential in which 
users in Portland received preference 
would result in annexations to the city; 
ratepayers would be charged less because 
municipal operations using Bonneville 
power have preference under federal law; 
the utility rates would be competitive with 
rates of the municipally owned system in 
Tacoma; and profits from the operation 
would go to the local city government. 


BP sene-on-naeigp Grayson pointed out “a 

preliminary survey, touching only the 
high spots, would cost about $50,000 and 
this would lead only to a complete survey 
of the property which could not be accom- 
plished for less than $900,000 or $1 mil- 
lion.” He said: 


This would have to be done before we 
could do anything else. We have to get 
this information before we can go to the 
taxpayer with a proposal because the in- 
dividual is interested in what it will 
mean to him, personally, and we cannot 
tell him that without a survey. 


Another objection is that acquisition of 
PP&L properties is only the beginning of 
a municipally owned utility which would 
serve the entire city. Roughly, PP&L fur- 
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nishes about one-third of the power used 


in Portland. 
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Fuel Policy and Politics 


| reece of Congress to act on a national 
fuel policy proposal backed by the coal 
industry is being built up as a campaign 
issue in three critical states : Pennsylvania, 
Kentucky, and West Virginia. But just 
which way the issue will cut in terms of 
election results was anybody’s guess. 

The National Coal Policy Conference, 
Inc., made a game effort in the closing 
hours of Congress to put through a na- 
tional fuels policy resolution. It encoun- 
tered opposition, however, from gas and 
oil interests, including the southwestern 
bloc, represented by the Democratic lead- 
ership in both the Senate and the House. 

The issue, therefore, would seem to cut 
across both parties and the Democratic 
strength in oil- and gas-producing states 
is at least as strong as that of Democratic 
support from coal-producing states. But 
there were plenty of the latter. Thirty- 
nine Senators and twenty U. S. Repre- 
sentatives sponsored the legislation which 
died without action. 

The bill would have established a special 
16-member joint congressional committee 
to study the need for a national fuels pol- 
icy. The coal industry holds that such a 
policy would help coal communities by 
shedding light on coal problems, notably 
the loss of coal markets to competing fuels 
during the past two decades. Backers of 
the legislation based their hope for con- 
gressional action this year on the recently 
adopted platforms of the two major parties 
and on a statement made by the Demo- 
cratic presidential nominee, Senator John 
F. Kennedy (Democrat, Massachusetts), 
in the West Virginia primary contest April 
26th. 
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Echo I Continues in Orbit 


— some earlier forecasts, Echo I 
has come through its eclipse stage 
and is still in orbit. Meteorite particles 
have punched some holes in the super 
thin skin and escaping gas has given the 
satellite a prune-like appearance. 

Richard Slater, projects manager for 
the G. T. Schjeldahl Company which 
fabricated the balloon satellite, has stated 
that Echo I could stay in orbit for six 
months. Observers on earth have noted 
a flashing phenomena as the satellite 
passes around the earth, and Mr. Slater 
has stated that this is due to the sun’s 
hitting the indentations and _ reflecting 
light, much like a giant headlight. 


ad 


New Space Reflector Project 


oe Lincoln Laboratory of the Mas- 
sachusetts Institute of Technology is 
investigating the possibility of placing 
metallic fragments in belts about the 
earth to serve as radio reflectors. The 
metal fragments would be released by a 
rocket so that a continuing band would 
be formed about 1,000 miles above the 
surface of the earth. Two bands, one ina 
polar orbit and the other in an equatorial 
plain, are anticipated. Two such bands 
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would enable any point on earth to con- 
tact any other given area regardless of 
the earth’s relative position. The lifetime 
of such orbiting belt reflectors would 
vary, depending upon the altitude and the 
inclination of the orbit. 

Lincoln Laboratory’s scientists believe 
that such a belt would be virtually im- 
mune to space effects, such as solar pres- 
sure, atmospheric friction, micrometeor- 
ites, etc. 

The project, which is being developed 
for the Air Force, would provide a re- 
flecting surface which, it is believed, 
would be more reliable than the iono- 
sphere which is subject to atmospheric 
disturbances. The projected belt would 
also be superior to the passive satellites 
such as Echo I, since no complex track- 
ing equipment would be required. 


* 


Government to Test 
Facsimile Mail 


_esagea mail service is scheduled to 
begin in October between Chicago, 
Illinois, Lansing, Michigan, and Wash- 
ington, D. C. The new service will be 
restricted to official government com- 
munications and is designed to demon- 
strate the secrecy with which communi- 
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cations can be transmitted from city to 
city. 

Considerable concern has been ex- 
pressed regarding the “sanctity” of the 
mails and the new system is said to meet 
these objections. There has also been a 
considerable amount of concern on the 
part of a number of businesses which 
look upon the government development 
of facsimile service as a possible threat 
to privately operated point-to-point radio, 
telephone, and telegraph service. The 
president of the Western Union Division 
of the Commercial Telegraphers Union 
has charged that by beginning facsimile 
mail the government is “galloping right 
into Socialism and nationalization of the 
telegraph industry.” 

Under the government-sponsored pro- 
gram large writing sheets, folded into 
envelopes, will be placed in a “secrecy” 
box which will automatically open the let- 
ter and feed it into a scanning machine. 
On the receiving end a unit will trans- 
late the electronic pulses into a facsimile 
of the original message. This will be 
folded and sealed for delivery. Trans- 
mission will be made over long-distance 
wires or by microwave relays and all 
signals will be “scrambled” to insure 
privacy. 

The equipment to be tested was devel- 
oped under a contract with the Intelex 
Corporation, a subsidiary of International 
Telephone & Telegraph Corporation. 
Post Office officials have indicated that 
they are not ready to offer such mail 
service to the general public but there 
have been predictions that such a serv- 
ice is less than five years distant. 


ts 


W orld’s Largest Radar 


Be poeneege mal has begun on _ the 
world’s largest radar installation 10 
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miles south of Arecibo, Puerto Rico. 
The huge antenna, capable of both send- 
ing and receiving signals, will be 1,000 
feet in diameter and will be constructed 
in a natural earth depression formed by 
several mountain peaks. The Defense De- 
partment has stated that the huge antenna 
will be capable of bouncing signals off 
Venus, Mars, and Jupiter. In addition it 
will be used to probe the outer reaches 
of space which have been inaccessible 
up to this time. 

A spokesman for the Defense Depart- 
ment has stated that the $5.5 million sys- 
tem “will permit man to look deeper into 
space than he has been able to do in the 
past. It may detect signals from billions 
of light years away.” Investigations will 
also be conducted to determine the nature 
and characteristics of the ionosphere. The 
reflector, consisting of wire mesh, will 
cover some 187 acres and it is hoped that 
construction will be finished by the fall 
of 1961. 
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Western Union Seeking 
Foreign Cable Sale 


G how Federal Communications Commis- 
sion has announced that Western 
Union Telegraph Company has resumed 
negotiations with the American Securi- 
ties Corporation for the purchase of 
Western Union’s international telegraph 
business. 

Some years ago Congress authorized 
Western Union to establish a monopoly 
in the domestic telegraph message field 
providing that overseas cable service 
would be disposed of. Western Union had 
been dickering with Barnes Investment 
Corporation, of Chicago, Illinois, but 
these negotiations broke off in August 
when that company failed to submit com- 
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plete details on the proposed transaction. 
When the talks with the Barnes Corpora- 
tion broke down, the FCC granted an ex- 
tension of time to complete negotiations. 
Western Union officials then requested 
and were granted an additional extension 
to September 15th so that further meet- 
ings could be arranged with American 
Securities. 

A number of plans have been advanced 
by Western Union in order to comply 
with the congressional directive but each 
time some snag has developed. The FCC 
has threatened that legal sanctions might 
be used if Western Union fails to divest 
itself of the international telegraph busi- 
ness. 

However, just what form such sanc- 
tions might take is not clear. 
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Census Reports on TV 


tes recent census by the federal gov- 
ernment has produced some interest- 
ing figures relating to the television in- 
dustry. Without a doubt the United 
States must qualify as the most “TV- 
happy” nation on earth since the census 
indicates that 88 per cent of all American 
homes have TV sets. Ten years ago this 
figure stood at a paltry 12 per cent. An- 
other indication of the popularity of TV 
is the fact that 11 per cent of the house- 
holds in this nation have two or more re- 
ceivers. 

Within metropolitan areas the rate of 
TV ownership remained unchanged at 
91 per cent. In nonurban areas it rose 
from 81 to 82 per cent over previous 
survey figures of ten years ago. 
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We have heard a great deal of criti- 
cism of program content and alleged 
broadcasting abuses, but the fact remains 
the general public appears to like TV. 
There can be little doubt that there is 
room for improvement in TV program 
quality—should this occur the next ten 
years may produce a near 100 per cent 
saturation. But then the trend seems to 
be “two or more sets” in every house. 
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Eastern Tennessee TV Relay 


_ American Telephone and Tele- 
graph Company and the Southern 
Bell Telephone and Telegraph Company 
have teamed up to supply eastern Tennes- 
see with a new TV transmission system 
that provides improved viewing. The new 
system is a microwave radio relay that 
will replace coaxial cables which had been 
in use, 

A string of towers about 25 miles 
apart relay the microwaves and link up 
with a similar system which originates 
in New York city. 

The towers, which are equipped with 
saucer shaped antennas, are capable of 
two-way transmission of six TV chan- 
nels and could also transmit 3,600 tele- 
phone conversations. The switch to the 
microwave system also has freed the co- 
axial cable for telephone use and some 
1,800 more telephone calls in the Knox- 
ville area alone can now be handled by 
the cable. 

Transmission of television requires a 
wide band width and each channel takes 
up the room that 600 telephone conversa- 
tions would occupy. 
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Financial News 
and Comment 


By OWEN ELY 


More Cost Data on Electric 
House Heating 


NTINUING our inquiry into the cost of 

electric house heating: Atlantic City 
Electric has furnished figures for the ac- 
tual heating costs for a full average win- 
ter for a number of relatively new homes 
in southern New Jersey, pictures of which 
are shown in a six-page pamphlet prepared 
by the company. Unfortunately, figures 
on the square footage for these houses were 
not included. The lowest heating bill was 
$137 for a modest home which has perhaps 
600 square feet, so that average cost per 
square foot might approximate 23 cents. 
The largest house pictured, with an esti- 
mated 1,500 square feet, had an annual 
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bill of $275 or about 18 cents per square 
foot. These costs would compare with the 
costs of 60 cents a foot as estimated by a 
gas company and 20-22 cents from the 
corresponding local electric utility in an 
Ohio city. (Pages 40 and 41, July 7th 
FORTNIGHTLY. ) 

We understand that the homes pictured 
in the Atlantic City Electric pamphlet re- 
flected the use of both ceiling cables and 
baseboard convection units, which that 
company considers more effective and 
cheaper than wall units and panels and fan- 
driven units. An advantage of ceiling cable 
heat is that it permits a lower air tempera- 
ture with the same degree of comfort, 
since radiant heat is similar to sunlight, 
producing heat when it touches an object, 
although intervening air is less affected; 
with convection the air too must be heated 
and used to spread the heat. 


HE Atlantic City Electric cost data 
also assume full insulation and use of 
individual room thermostats, it is under- 
stood, both of which factors reduce heat- 
ing costs appreciably. No data have been 
obtained regarding corresponding gas 
costs in this area but it is understood that 
electric heating is considered generally 
competitive with gas on the basis described 
above. Average winter weather in the area 
is about 4,900 degree-days. 
Atlantic City Electric expects to add 
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about 600 residential electric heating cus- 
tomers this year compared with 478 in 
1959, bringing the total by the end of 
1960 to around 2,678. The company is not 
actively promoting the use of heat pumps 
as these have proven less reliable and effi- 
cient in northern areas than the other 
methods described above. While the use 
of ceiling cables is favored by the com- 
pany, contractors also install resistance 
type heaters, which of course can be added 
more easily in existing homes. 


Adjusting Share Earnings for 
Stock Dividends 


Ok grmee the course of a year a number 
of utility companies usually declare 
stock dividends. A list compiled by 
Standard & Poor’s for 1959 included some 
41 utility companies. Some of these pay- 
ments were splits, others were special 
stock dividends which had the same effect 
as an increase in the cash dividend rate, 
and a few reflected small but regular stock 
distributions in lieu of, or supplementary 
to, cash payments. The latter group in- 
cluded Commonwealth Edison, Rochester 
Gas & Electric, Citizens Utilities Com- 
pany, Michigan Gas & Electric, New Jer- 
sey Natural Gas, and one or two others. 
The stated purpose of Commonwealth 
Edison and Rochester Gas & Electric was 
to supplement their cash dividends, and by 
retaining more cash income than would 
normally be the case to finance new con- 
struction without having to sell common 
stock to the public. Probably the latter 
motive was a factor with the other com- 
panies also. 

The financial services usually adjust 
past earnings per share for subsequent 
stock dividends, although the practice 
does not seem consistent in all cases, pay- 
ments of less than 5 per cent sometimes 
being disregarded or allowed to accumu- 
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late. Certainly there is no question about 
adjusting share earnings for splits, and 
stock dividends of an irregular or “wind- 
fall” character also seem to call for 
adjustment; 7.e., division of past earnings 
by the number of shares as increased by 
stock dividends, rather than by the shares 
then outstanding. 


B" the question has arisen as to 
whether this adjustment should be 
made in the case of the companies which 
distribute stock on a planned and regular 
basis, quarterly or annually, with the 
stated intention of reducing or eliminating 
sale of stock to the public to help finance 
construction programs. By eliminating 
such financing, the company avoids the re- 
sulting dilution of earnings ; it would seem 
fair, therefore, to substitute the dilution 
resulting from the issuance of the stock 
dividends—in other words, to let the origi- 
nal figures for past share earnings stand 
and not reduce them for the later stock 
dividends. 

The question is of practical interest be- 
cause it affects the rate of growth in share 
earnings. Obviously, if the share earnings 
for past years have been adjusted down- 
ward, the present earnings will be greater 
in comparison and the rate of growth in 
earnings will look bigger. And this rate 
of growth is increasingly important as a 
market factor in appraising growth utili- 
ties. The question now attracts greater 
interest because more companies have 
adopted the policy of paying regular stock 
dividends. 


Ld 


“Flow Through” in California 
Becoming Effective 

HILE the California commission is- 

sued a statement of policy earlier 

this year favoring “flow through” of tax 

savings resulting from accelerated depre- 
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Good Growth Prospects for Electric 

MUTA SECO oa ois sore 6.2 wish vis wives svieeeie Se Able: TOW Ce SONS oc 's.sisasiesesieres 4%. 1 
Hydro-Electric Utilities (Canadian) ......... Greenshields Ge Coe) ii aisais seicadisieciais tee 6 


*This list is published several times a year, the last previous one being in the June 23rd issue. 
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ciation, two of the leading utilities did not 
indicate until recently whether they 
would continue to use accelerated depre- 
ciation and adopt flow through to 
meet the commission’s views. However, 
Southern California Edison has now 
done so. In the letter to stockholders 
dated July 31st, Chairman Harold Quin- 
ton stated that this would mean an up- 
ward adjustment of share earnings for 
1960 of about 50 cents a share, but that 
this increase in earnings would not be 
taken into account by directors in con- 
sidering future dividends on the common 
stock. In effect, therefore, the company 
will continue to maintain a reserve al- 
though it will be buried in earned surplus. 


— Gas AND ELEcTRIC reported in 
its quarterly letterof August 5th that the 
matter was still being considered but that 
no final decision had yet been reached as 
to whether it will continue to use ac- 
celerated depreciation. Now, however, 
the company has probably been forced to 
make a choice by a recent gas rate decision 
(No. 60587), and it is our understanding 
that it will adopt flow through. It had 
asked the commission for permission to 
increase gas rates by about $26 million in 
order to offset the higher rates now being 
charged by El Paso Natural Gas (effec- 


tive August 25th) and also to increase the 
rate of return to 6.80 per cent. The 
commission allowed the company to in- 
crease its rates by the amount of the 
higher cost of gas from El Paso, subject 
to refund in case the El Paso increase 
should be rejected by the FPC. However, 
the increase was ordered on an “across 
the board” basis which may prove un- 
favorable for some of the company’s 
competitive industrial sales. (In fact, one 
cement company has asserted that it will 
use an alternate fuel if its gas rates are 
raised more than one-half cent per Mcf.) 
The more general rate increase proposal 
is still under consideration. 


¥ 
Gas Rates Adjusted for W eather 


Fluctuations in Arizona 


—— and others who have had to 
cope with the erratic earnings of 
gas-disiributing companies resulting from 
warm or cold winters—with resulting 
fluctuations in the amount of gas sold for 
house heating—have often wondered why 
(like the weather) “something can’t be 
done about it.” The Arizona Corporation 
Commission, in recently approving a gas 
rate increase for Arizona Public Service 
(Decision No. 32286), accepted a new in- 
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Yield Spread: Al+ Bonds 
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CURRENT YIELD YARDSTICKS 
(Standard & Poor’s Indexes) 


Sept. 7, 1960 Range 1959 Range 
1960 High Low High Low 

4.33% 4.72% 4.32% 4.71% 4.23% 

4.41 4.73 4.37 4.76 4.24 


4.52 486 4.49 494 4.44 
4.60 5.16 4.55 519 471 


4.64 4.88 4.57 4.90 4.45 
3.73 4.11 3.68 4.13 3.71 


0.60 0.61 0.64 0.58 0.52 


*Twelve industrial and two utility issues (high-grade). 
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TREND OF UTILITY STOCK GROUPS 
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novation in rate making for residential 
gas space heating. 

The company had proposed a “weather 
adjuster” for residential gas rates “to 
lessen the heights and partly fill in the 
valleys of high billings occurring in ab- 
normally cold winter seasons and very 
low billings occurring in abnormally low 
winter seasons. . . . The commission is 
particularly impressed with the ‘weather 
adjuster’ as constituting a new step for- 
ward in leveling out a portion, at least, of 
the peaks and valleys (for both customers 
and the company) of a business (gas) so 
susceptible to weather variations.” 

According to the magazine Gas, the 
heating rate is discounted according to 
the severity of winter weather, discount 
factors being computed separately for 
each of the company’s eight areas having 
different weather conditions. Weather 
conditions during the thirty days ending 
with the date when the meter is read are 
taken into consideration. 

Let us hope other gas companies and 
their respective state commissions will 


follow this lead. 
@ 


Liberalized Deprectation— 
Accounting Methods Used by 


112 Electric Utilities 


(ew Locke of Goodbody & Co. has 
issued a valuable tabulation of the 


No. of 
Goodbody Companies 

Table Used 
I 17 
II 23 
III 22 
IV 16 
Vv 5 
VI 4 
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policies followed by 112 electric utility 
companies with respect to liberalized 
(accelerated) depreciation. Twenty-three 
of the companies do not use it at all. Of 
the remaining 89, 28 use flow through 
and 61 normalize or offset the tax saving 
by a bookkeeping item. Of the latter 61, 
26 place the normalizing item in accumu- 
lated deferred taxes in the balance sheet; 
26 transfer it to a reserve account; five 
transfer the item to depreciation reserve; 
and four to restricted surplus. 


M R. LOCKE has analyzed the price-earn- 
ings ratios for each group, omitting 
fast growth companies selling at over 20 
times 1960 earnings (except in Table V), 
and a few others where adequate data are 
not available. Using 1960 estimated 
earnings and July 28th prices, he arrived 
at the results shown in table below. 
Another more extensive table showed 
the amounts per share for 1959, and esti- 
mates for 1960-61, of the normalization 
credits to restricted surplus or reserve; 
flow-through benefits per share, and also 
the tax benefits from use of accelerated 
amortization (which is normalized in all 
cases though with differing balance sheet 
treatment). 
This brochure gives the utility analyst 
and investor data which thus far the 
financial services have not provided. 


Based on Liberalized 
Earnings Depreciation Not 
Increased by sed, or 
Flow Through — Benefits Normalized 
—_ 16.7 
17.3 18.6 
14.1 16.0 
13.8 15.6 
13.8 15.5 
18.9* 21.4* 


*One of these companies is a fast growth utility and the other three 
might also be classed as growth stocks, explaining the high P-E ratios. 
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(Standard & Poor’s does, however, foot- 
note the amount of flow-through earn- 
ings per share in its “Stock Report” 


sheets. ) 
P,P 


The “Earned Surplus’ Issue 
To Get SEC Test 


6 thew Securities and Exchange Commis- 
sion has ordered a hearing to take 
place October Ist concerning plans of the 
Kentucky Power Company and its parent, 
American Electric Power Company, to 
borrow $40 million for construction of a 
generating plant. The American Electric 
Power Company said the hearing would 
be a “test case” which could affect the 
financing plans of other utility holding 
companies. The question involved is 
whether the company should classify $89,- 
976,332 as “earned surplus” restricted for 
future federal income taxes in its consoli- 
dated balance sheet. 

Kentucky Power classifies $731,331 in 
this manner. The Kentucky Public Serv- 
ice Commission permits this classification. 
The SEC has not permitted this since an 
advisory ruling on the subject earlier this 
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year. The SEC holds that the amount 
should be classed as a reserve, not an 
earned surplus. Actually, the amount re- 
sults from the use of accelerated amorti- 
zation and liberalized depreciation for tax 
purposes as permitted by the government 
on some company property. 

Classifying this amount as earned sur- 
plus, it is contended, broadens the com- 
pany’s total capitalization, including sur- 
plus. This in turn enables the company to 
issue large amounts of debt securities in 
relation to common stock. American 
Electric Power Company has traditionally 
preferred debt financing to the issuance of 
common stock because it believes it is 
cheaper. 


| ooo Sporn, president of American 
Electric, said “Kentucky and AEP be- 
lieve the position asserted by the SEC 
represents an attempt to supersede state 
commissions . . . and what is more impor- 
tant may, if successful, materially affect 
the rates of our electric customers.” He 
noted, however, that earnings of the com- 
pany would not be affected. 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


Annual 9/7/60 Divi- 
Rev. Price dend A 
(Mill,) About Rate 
$324 S American Elec. Power ... 57 $1.80 
63 O Arizona Pub. Serv. ...... 46 1.20 
13 O Arkansas Mo. Power .... 21 1.00c 
38 S Atlantic City Elec. ...... 38 1.10 
169 S Baltimore G. & E. ....... 28 1.00 
8 O Bangor Hydro-Elec. ..... 45 2.20 
7 O Black Hills P. & L. ..... 31 1.48 
16 S Boston Badison ........5.% 66 3.00 
31 A Calif. Elec. Power ...... 19 84 
oe © ‘Galt: Orég). Power ...... 37 1.60 
10: © ‘Galt, Pac Gah: sas ccicsc 23 .90 
70 '§ Garou B.S By. cisccice 43 1.32 
34 S Cent. Hudson G. & EL... 25 92 
oo © ‘Gent HEE. @°G, ccicese 41 1.44 
as S “Gent TE OPH sc icsciess 42 1.52 
Go S Geb BOP. Sy. ccsicccscs 55 1.92 
20 O Cent, Louisiana Elec. .... 58 1.80 
42 O Cent. Maine Power ...... 27 1.40 
160 S Cent. & South West ..... a7 .96 
12 O Cent. Vermont P. S. ..... 20 1.08 


teld Earns. 


3.2% $2.52Jy 
26 *191Je *11 


LN MBS WWWWWW AAA AwWS 


% Incr. 
Recent In Sh. Earn. Price- 
ox. Share 5 


Dt, Approx. 
-yr. Earn. Pay- Book 
Recent Aver. Ratio out =©-: Vadlue 


7% 8% 226 
*6 * 


24.1 1 
8 1.46Je - .3 
9 *150y *8 *9 #253 73 12 
6 §=-:1.43Je 4 8 196 70 13 
9 333Au 11 5 134 6 «28 
8 2.66Jy 12 4 NZ 5 22 
5  3.69De 4 4 179 81 S51 
4 *108Je *D6 *10 *176 78 #12 
3 *187My *D3 * *198 86 26 
9 142]y 12 4 62 63 ~ 12 
1  232]y Bb 6 w FSF 2 
8 *144Je *7 *8 *174 64 ~ 13 
5  _2.32]y b wwe 
6 2.53} y 16 10 166 6 18 
5 = 2.91Ty 10 7 188 66 20 
1 242Je eo 7 2 Ss 8 
2 *205Jy *28 * *132 68 ~ 21 
6 1.38Je 2 6 MS wD it 
4 *142Jy *5 *2 *1441 «7% 13 
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(Continued) 


Cincinnati G. & E. 
Citizens Util. “B” 
Cleve. Elec, Illum. ....... 
Colo. Cent. Power ....... 
Columbus & S. O. E. .... 
Commonwealth Edison ... 
Community £59. « ccweses 
Cee TRE ae a, eas 
Consol, Edison 
Consumers Power 
Ne A eae 
peaware P&L. .é.ccss 
Detroit Edison 
Duke Power 
Duquesne Light .. Ss 
East. Util. Assoc. ...cceee 
Edison Sault Elec, ...... 
El Paso Elec. 
Empire Dist. Elec. ...... 
Florida Power Corp. .... 
Piornda PB. 801. oicesssee 
Florida Pub. Utils, ...... 
General Pub. Util, 
Green Mt. Power ........ 
Gulf States Util. ........ 
Hartford Electric 
Hawaiian Elec, ....s.000s 
Houston 6.8 P. .cccses- 
Idaho Power 
5 eee 
Indianapolis P. & L. .... 
Interstate Power ........ 
lowa Mec Lo & P. 22... 
Iowa-Ill, G. & E. ....... 
LOG fer 
Iowa Pub. Service 
Iowa Southern Util. ...... 
Kansas City P. & 1. .4.. 
ansas 45, Boku sscase 
le 6 2. ees 
Kentucky Util. .ccscsccss 
Lake Superior D. P. .... 
Long Island Lighting .... 
Louisville G. & E, ....... 
Madison G. & E, ........ 
Maine Pub. Serv. ....... 
Michigan G. & E. ....... 
Middle South Ui. ...... 
TS A 2: A 
LAOS 4 eee 
Missouri Util. 
Montana Power ......... 
New England Elec. ...... 
New England G. & E. ... 
N. Y. State E. & G. .... 
Niagara Mohawk Power .. 
Northern Indiana P. S. .. 
Northern Sts. Power .... 
Northwestern P. S. 
eo ee I eee 
Oklahoma G. & E. ...... 
Orange & Rockland Utils, . 
Otter Tail Power 
el 2 ee 
ce ty de 20) Cee 
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% Incr. 
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Recent Aver. 
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% Incr. 

et a Laan Se eee eee 

ob (Mill. (Continued) dion See “Yaa tam Recent Aver. Ratio out Value 
83S Peni Boi Le ssesicacase 29 125 4% 1.78Jy 7 5 163 70 13 
6 Zor 25, Tebila: BiGe: oaicccsccsses 52 224 43 2.91Je 4 5 125 77 26 
4 40 O Portland Gen. Elec, ...... 32 120 38 1.95Jy 16 4 164 62 18 
6 82 S Potomac Elec. Power .... 31 132 43 ¥*1.94Je *36 *9 = *16.1 68 18 
1 102 S Pub. Serv. of Colo, ..... 6 1.90 29 279Je Q 6 2 & 2 
4 309 S ‘Pub. Serv; E. & G. ..5... 41 180 4.4 2.24Je D7 4 183 80 24 
3 88 S Pub: Serv: of Ind.....«... 48 210 44 2.61Jy D8 3 184 80 27 
: 34 O Pub. Serv. of N. H...... 20 104 52 1.39Jy igi 4s w 
) 17 O Pub. Serv. of N. M..... 39 100 26 1.51Je DZ 0 258 66 12 
? 32 S Puget Sound P.& L..... 38 156 41 211Je ; + i eM OU 
} 72 S Rochester G. & E. ....... 46 180b 39 *311Je *D3 *7 *148 58 30 
) 10° S St. joseoh b. & P. ...... 38 =-:1.60c 4.2 2.28Je 22 6 16.7 70 18 
) WW 6S «San Diero G& ED. 2.660 32 1.20 38 1.91Jy 12 8 168 63 18 
: I2 © Savanna BGP. ocses: 5} 112 36 1.27Jy 2 1 244 88 12 
) 12 © Sierra Pacing Pr: ....<.. 47 160 34 2.51Je 17 14187 64 17 
) 280) Ss Sov Galtt. Edison. «05:66: 66 260 3.9 *4.19Je NC 6 15.6 62 42 
‘ 56 S So. Carolina E. & G, .... 45 140 3 1.99Je 13 6 226 70 19 
8 O Southern Colo. Pr. ...... 20 50 45 109Ma D30 — _ 183 83 13 
! 297 S Southern Co, ........0.. 48 140 29 1.99Jy . + 2 2 fF 
21S So. Indiana G: & EL ....: 37 160 43 2.55Jy + 2 145 61 21 
9 O So. Nevada Power ...... a if Ss 2.06Jy 14 5 20.0 53 15 
| 4 O Southwestern E, S. ...... 18 wz. 40 1.0lJy 3 5 WS 71 7 
| 47 S Southwestern P. S. ...... 28 84 © 3.0 1.14Jy 16 7 246 76 7 
| 36 A Tampa Electric ......00 36 Je 20 1.19Jy 33 7 303 61 10 
168) °S: Texas: Wiss iscsi. ccseos ci 80 192 24 3.02Jy 6 9 265 64 21 
47 S Toledo: Edison. 225.2000. 20 70 35 1.10Je D5 2 HISZ 64 9 
Zo") TucsontG:, BL. @ P...... 32 80 25 1.24Je 24 8 258 65 9 
147 S Union Electric .......... 39 180 46 *2.11Je 423-35 FSS 85 17 
39 © United Wham: cccciescecss 2 138 49 #=*175Ma *Dl *1 = *160 79 16 
6 O Upper Peninsula Pr. .... 31 Loo: 8652 2.10Je 2 — 14.8 76 19 
50 S Utah Power & Light .... 36 132 3.7 1.90Jy 3 5 190 69 19 
IBY S Waneiniacb  WoP. .c<cs0c's 48 120 25 83Jy 14 9 262 66 17 
oo S Wash: Water Pr. ....00. 43 200 47  *235iy *DI4 *7 *183 85 29 
152 S West Penn Elec. ........ 41 170 4.1 2.34Jy D1 5 17.5 73 18 
82 O West Penn Power ....... 66 3.00 45 3.51Je 1 3 18.8 85 26 
13 © Western Et. & Tel. ..... 44 200 45 3.33Jy 7 Or 152 60 27 
32 O Western Mass, Cos. ..... A 6920.50 1.63Jy D3 — 147 74 18 
134 S ‘Wise. El; Pr; (Cons) .... 43 180 42 2.68Je 3 7 160 67 27 
as © Wisconsin 2. © b. 2.0066 38 148 | 39 2.43Je 11 7 15.6 61 21 
46S “Wasconsin P. Si .isscccss 300 «11300 4.3 2.04Je 10 Ss 147 64 17 

PPCTODES cides eases 3.9% 8% 6% 18.7 69% 
Foreign Companies 

217 S Amer. & Foreign Pr. .... 7 $.50 7.1% $1.30De D33% 0% 6.4 38% $32 
151 A. Brazilian Traction ....... 4 a oo 58De DIO — 6.9 a 2 
O7 A Brith Col, Pr. .o..60es 34. «140 = 4.1 2.48De 27 o>. 137 56 36 
20 'O Galeaty POWe?: «6 ecsscce. 24 40 17 1.02Je 7 18 23.5 39 6 
18 A Gatineau Power ......... 39 150 38 198De D22 — 19.7 76 21 
16 A Quenec Power .........;. 33 160 48 2.41De 3 9 13.7 66 26 
77 A Shawinigan Water & Pr... 28 68 24 1.45De D10 8 19.3 47 19 

*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normalized 

the price-earnings ratio would be higher, and the rate of increase in share earnings would be smaller, D— 

Decrease. NC—Not comparable. A—American Stock Exchange. O—Over-counter or out-of-town exchange. 

S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; Je— 

June; Jy—July; Au—August; Se—September; Oc—October; N—November; De—December. b—Also 3 

per cent stock dividend (paid January 25, 1960) included in the yield; similar dividends are paid annually, 

representing balance of earnings. c—Also stock dividend in 1959, e—Also regular annual 3 per cent stock 

dividend (paid each year end), included in the yield. f—Also regular stock dividend of one-half per cent 

quarterly, included in yield (paid since 1956). h—Also 2.4 per cent stock dividend to be paid December 1, 

1960, included in yield; stock dividends are paid annually, reflecting balance of earnings. j—The rate of 

increase would be 12 per cent if the present number of shares had been used to compute share earnings of 

past years, instead of using the number of shares actually outstanding at the end of each year, 
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What Others Think 


State Regulation and the Future of Nuclear Power 


HE United States Atomic Energy 

Commission’s office of technical in- 
formation has recently made available an 
exceedingly interesting report, entitled 
“State Regulation and the Future of Nu- 
clear Power,” June, 1960. The report was 
prepared by Dr. Ray E. Untereiner, con- 
sultant to the AEC Office of Operations 
Analysis and Forecasting. 

Dr. Untereiner is professor of econom- 
ics at the California Institute of Tech- 
nology and he also served as a member of 
the California Public Utilities Commis- 
sion from September, 1954, to January, 
1959. Among his other activities has been 
a stint as chairman of the committee on 
nuclear energy of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners in 1957 and 1958. 

The AEC report points out that ever 
since the Atomic Energy Act was amended 
in 1954 to encourage private participation, 
the National Association of Railroad and 
Utilities Commissioners has attempted to 
keep up with the developments in the 
atomic energy field. One NARUC commit- 
tee has studied and made recommendations 
on the handling of accounting problems. 
The report points out that while such 
recommendations, and precedents estab- 
lished by states, are not binding on any 
commission, they do carry considerable 
weight. 
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Dr. Untereiner stated that his report 
was a somewhat “brazen” undertaking 
since commissioners and their staff experts 
were asked to disclose in advance decisions 
they would be inclined to reach. Contacts 
with the commission were made through 
interviews, correspondence, and question- 
naires. The gratifying response to these in- 
quiries, Dr. Untereiner believes, indicates 
the interest of the state regulatory com- 
missions in developing nuclear power and 
the important rdle the commissions must 
play if nuclear power is to reach fruition. 


Research Expenditures 
HE report states that enough deci- 
sions on research expenditures have 
been reached by the commissions to indi- 
cate a clear trend. Some fourteen com- 
missions indicated that they already had 
approved expenditures which would en- 
able the utility to gain knowledge and ex- 
perience for possible future use. These, 
however, were accounting orders and do 
not commit the commissions to allowance 
of such expenses as part of a rate proceed- 
ing. Dr. Untereiner indicated that in no 
case has a commission approved such ex- 
penditures for accounting purposes and 
then disallowed them for rate making. 
In reference to commissions which have 
not had cases involving expenditures for 
nuclear power, Dr. Untereiner states: 
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Of the commissions that have not yet 
had occasion to pass upon this question, 
all but four would follow the clear trend 
indicated above. Three of these four 
would look favorably upon the building 
of nuclear plants by their own utilities 
for their own use; so it appears that 
their opposition is not to the spending 
of money for research, but to the mak- 
ing of contributions to a project that 
will not contribute power to the utility’s 
system. The fourth would not sanction 
expenditures in any form by its utilities 
for nuclear development, because it is 
blessed with such an abundance of hy- 
droelectric power that it cannot con- 
ceive of nuclear power becoming 
competitive in its area within the fore- 
seeable future. 


HE report notes that regulatory com- 
missions have a responsibility to as- 
sure the privately owned utilities an 
opportunity to continue to operate suc- 
cessfully; however, this is never a guar- 
anty. . 
The private utilities will have to spend 
money to acquire skills and knowledge 
and in some cases experimental plants 
will have to be built. In such cases these 
plants will not produce power at costs 
competitive with conventional installa- 
tions and the report concludes that some- 
one will have to pay the difference. In- 
itially, the report states, the burden will 
fall on the stockholders. 


Dr. Untereiner believes that the burden 
falling on the stockholders may have some 
deterrent influence on the utilities, but he 
points out that rates are seldom fixed with 
such precision that a utility earns exactly 
what the regulatory body has found to be 
reasonable. In cases where revenues are 
seriously below the authorized return the 
utility can be expected to apply for higher 
rates. ‘ 
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In any event, Dr. Untereiner states 
that this temporary burden on the stock- 
holders is a small price to pay for the as- 
surance that the utility may be able to 
continue in business when and if fossil 
fuels become obsolete. 

As far as expenditures for research are 
concerned, the report indicates that the 
decision seems already to have been made. 
Such expenditures must be “reasonable” 
and they must of course promise some 
benefit for the outlay. When these condi- 
tions are met they are a proper charge 
against the utility’s customers and should 
be covered in the rates. That is, the utility 
owners should not have to bear them. 


Plant Construction 


HE report indicates that the commis- 

sions do believe that nuclear power 
should be developed by privately owned 
electric utilities. Not a single commission 
responding to Dr. Untereiner’s inquiries 
expressed a preference for public rather 
than private development, and none of the 
regulatory bodies expressed any concern 
over the safety of atomic plants. Regard- 
ing plant construction, Dr. Untereiner 
states: 


Few states have had occasion actually 
to pass upon applications for authority 
to build nuclear plants. All applications 
have been granted. However, it must be 
appreciated that in the typical instance, 
to date, the utility on whose behalf the 
plant is built has been assured of finan- 
cial aid from the AEC, other co-operat- 
ing utilities, and/or equipment manu- 
facturers, so that its own capital costs 
may be reasonably comparable to those 
of a conventional plant of equal capac- 
ity. It cannot be assumed that the typical 
commission would, at this time, au- 
thorize a utility to assume and charge 
to its ratepayers the entire costs of a 
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“CAN’T FEEL ANYTHING, YET? OK. DON’T TOUCH THE OTHER 
ONE—IT’S 5,000 VOLTS!” 


nuclear installation. Nor is it necessary 
to private development of the new tech- 
niques that the commissions be willing 
to do so. 


It is Dr. Untereiner’s opinion that when 
costs of construction and operation have 
been reduced to a level more nearly com- 
parable with conventional plants, the com- 
missions can be expected to authorize in- 
stallations by single utilities at their own 
expense and with their customers ultimate- 
ly covering the costs in their rates. 


Capital Costs 


HE research done by Dr. Untereiner 
indicates that only two commissions 
appear ready to allow the entire capital 
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cost of a nuclear plant in the utility’s rate 
base. 


7 other regulatory bodies would 
allow all the costs provided that they 


were not more than 50 per cent greater 
than those for a conventional plant and 
that not over 10 per cent of the utility’s ca- 
pacity was nuclear fueled. Several other 
commissions would permit the inclusion in 
the utility’s rate base, providing that the 
cost would not be over 5 to 20 per cent 
above conventional costs. However, only 
eleven of the commissions answering the 
questionnaire would include any part of 
the excess costs in the rate base. The 
treatment that appears to be preferred 
would be to allow in the rate base only the 
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estimated capital cost of a conventional 
plant of equal capacity and to amortize 
the excess as an operating cost over a pe- 
riod of years. Dr. Untereiner feels that 
this attitude is probably based on the con- 
viction that nuclear power generation is 
in an experimental stage and that in time 
costs will not exceed those of conventional 
methods of power generation. On this 
basis excess costs are logically treated as 
expenses of research and development. 

Dr. Untereiner states that only seven 
commissions would favor, and only two 
would require, a higher percentage of 
equity in the capital structure of utilities 
adding nuclear plants to their systems. In 
this respect several commission chair- 
men indicated that there would not appear 
to be any reason to require a utility em- 
barking on a nuclear program to revise its 
capital structure. 


Fuel and Insurance Costs 


i. report states that all but three of 
the answering commissions would al- 
low the full cost as an expense of nuclear 
fuel if the AEC continues to lease the fuel. 
All but three commissions would include 
the cost of the fuel inventory in the rate 
base should the AEC sell the fuel outright 
to the utilities. The response to Dr. Un- 
tereiner’s inquiry did not indicate any 
preference between lease and sale arrange- 
ments. Should the AEC permit a choice 
the utilities can be expected to elect the 
alternative likely to result in the lowest 
costs. Regarding fuel costs the report 
states : 


Not all commissions were ready to 
answer the questions on fuel costs, but 
30 replies were received, so the consen- 
sus of opinion is well marked. All but 
the two commissions that want no nu- 
clear plants because of their fossil fuel 
resources, and the one that would not 
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allow the full cost of bought fuel in the 
rate base, would allow the full net cost 
of the fuel burn up as an operating ex- 
pense. And, with a single exception, the 
cost of heavy water and other expen- 
sive items peculiar to nuclear plants 
would be accorded the same treatment 
as the fuel cost. There is nothing in the 
attitude of the typical commission in 
this area that will retard development. 


In the field of insurance costs there also 
appears to be a high degree of accord 
among the majority of commissioners. 
The report states that all but two of these 
would allow the full cost of required pub- 
lic liability insurance on nuclear plants, 
and all but three would allow in full what- 
ever additional insurance costs might be 
for a nuclear plant over those for a con- 
ventional plant. 


Other Regulatory Aspects 


HE commissions have given attention 

to the health and safety aspects of the 
intrastate transportation of contaminated 
materials. However, state commissions do 
not and will not have exclusive jurisdic- 
tion over such matters. Even if the AEC 
should decide to decentralize control in 
such matters, other state agencies would 
share responsibility. The need for co-op- 
eration in such an event is obvious in order 
to prevent conflicting overlapping juris- 
diction. It is indicated that in the area of 
detailed regulation the present inclination 
of the state commissions is to defer to the 
authority of the AEC. 

Dr. Untereiner states that most com- 
missions have viewed the opportunities to 
participate with the AEC as a privilege 
rather than an inherent right. This, he 
states, is not to say that the commissions 
are abdicating their responsibilities or 
prerogatives—it only means that at this 
time the AEC is doing a better job of reg- 
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ulating the use of fissionable materials 
than could be expected of state commis- 
sions. As more plants are owned and op- 
erated by the regulated utility industries, 
the utilities and the commissions will gain 
in experience. When, to the extent of its 
being consistent with the national secu- 
rity, the AEC relinquishes some of its au- 
thority to the state commissions, the com- 
mission will be ready to assume the 
responsibilities. In most cases the neces- 
sary legislative authority exists without 
the enacting of new laws. 


Summary 


i is Dr. Untereiner’s opinion that the 
commissions have met and show a clear 
disposition to meet those problems that are 
set before them. And they have met these 
problems in a way that will encourage and 
promote the sound and orderly develop- 
ment of nuclear power by the privately 
owned and publicly regulated utilities. He 
states: 


It is already clear that reasonable ex- 
penditures for research and develop- 
ment will be allowed by the vast ma- 
jority of commissions. The decisions 
have been so consistent, and the attitude 
indicated by those commissions that 
have not yet been called on for deci- 
sions has been so nearly unanimous, 
that it might appear that this matter 
could never have been in doubt. To so 
conclude would be seriously to discount 
the significance of the position that has 
been taken. Electric utilities have not 
generally, in the past, shown on their 
books large expenditures for research 
and development and asked the regula- 
tory commissions to approve them. The 
equipment manufacturers have cus- 
tomarily done the research and made 
the improvements, and the costs have 
shown up on the utilities’ books only in 


PUBLIC UTILITIES FORTNIGHTLY 





the form of the prices paid for their 
equipment. So the commissions were 
not simply following well-established 
precedents in allowing these expenses. 
That is why so many utilities have ap- 
plied for and received accounting or- 
ders. Significant commission decisions 
were required. They have been made 
and quite apparently will continue to 
be made... . 


Dr. Untereiner states that it is clear 
that the basic question regarding nuclear 
plants will be that of public convenience 
and necessity. However, in cases where a 
commission cannot find costs to be reason- 
able and justified it will probably be deter- 
mined that public convenience and neces- 
sity do not require that the plant be built 
and the application for a certificate will 
be denied. Commissioners also will not 
subject the customers of any utility to un- 
reasonably high rates to enable a utility to 
recoup unjustified capital or operating 
costs. 


N conclusion Dr. Untereiner states that 
the commissions have confidence in the 
future of power generation by nuclear 
energy. Their confidence also extends to 
the privately owned utilities and in their 
ability to economically and efficiently serve 
the public needs. The commissions believe 
that it is in the public interest that these 
utilities should stay in business and should 
equip themselves to serve their customers 
of the future with up-to-date techniques. 
In relation to the regulatory commissions, 
Dr. Untereiner states that ‘They will not 
stand in the way of progress.” 

This interesting and encouraging report 
on nuclear power and its relation to reg- 
ulation can be obtained from the Office of 
Technical Services, Department of Com- 
merce, Washington 25, D. C. Price, 50 
cents. 
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WHAT OTHERS THINK 


Commercial Bankers and Utility Financing 


ie is becoming increasingly popular for 
utilities to do their interim financing 
through banks prior to the sale of per- 
manent securities. How do bankers re- 
gard utilities and what bearing has the 
tight money situation had on their rela- 
tions with them? Lawrence C. Cooper is 
well-qualified to talk about such matters, 
as he did in an article in the June issue 
of Investment Dealers’ Digest. Cooper is 
assistant vice president of Bankers Trust 
Company, and has written articles and lec- 
tured on utilities from a financial stand- 
point. He tells us that short-term borrow- 
ing costs usually rise during periods when 
banks are “tight.” High interest rates 
and banks heavily loaned up are the con- 
ditions that prevail in a tight money mar- 
ket. At such times commercial banks, 
while vitally interested in utility loans, 
have to be more selective in their loan 
policies and naturally tend to favor cus- 
tomers who provide the best rates or 
other terms. 

Cooper said the short-term money mar- 
ket is subject to variations and can be 
quickly influenced by such factors as the 
operations of the Federal Reserve. The 
volume of loans is a longer-term element, 
but has a direct bearing, too. He stated: 


Does a commercial banker look at 
utilities any differently in periods of 
tight credit than in times of credit 
ease? He does not look at many new 
or different factors, but he may place 
more emphasis on certain ones. A gen- 
eration ago, when utility short-term 
borrowings were relatively small, a 
commercial banker would review care- 
fully the utility’s short-term position 
because loans at that time were some- 
times repaid out of earnings. ... 

Today with improved credit stand- 


ings and with a growth rate that re- 
quires frequent issuance of new securi- 
ties, a banker is more interested during 
tight credit in the status of the capital 
markets and the company’s ability to 
sell permanent securities. This con- 
sideration of capital markets includes 
not only the offerings of utility securi- 
ties but also of other industries, as well 
as the volume of mortgage and other 
long-term obligations seeking investors. 


= emphasized that today’s utility 
offerings “have to compete on terms 
as well as price with a much wider variety 
of other new issues than was the case 
ten to twenty years ago.” Here the 
banker sounds out the company’s willing- 
ness to sell permanent securities and 
sometimes this latter factor is given as 
much weight during tight credit as the 
company’s actual ability to obtain a given 
rate on the sale of new securities. De- 
clared Cooper: 


. . . Utilities that remain indebted to 
banks for an unusually long time with- 
out paying out, and whose outstanding 
notes are large enough to justify the 
sale of permanent securities, are not 
always the most popular with commer- 
cial bankers. 

From the bank’s viewpoint, its de- 
posits are its lifeblood and, particularly 
in the largest cities, the ratio of loans 
has been rising... . 


The proportion of loans to deposits on 
December 31, 1959, of the ten largest 
New York banks, for example, Cooper 
related, was 52 per cent on an average. 
Nation wide, the comparable proportion 
of loans to deposits was 60 per cent at 
the end of 1959, with individual ratios 
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ranging from 50 per cent to 67 per cent. 


FTER providing for statutory reserves 

at the “Fed” for prudent secondary 
reserves, mainly short-term government 
bonds, other high-grade paper, and a 
number of cash items, there is not much 
left to loan when ratios are as high as 
in early 1960. 


Cooper continued: 


At such times, banks are concerned 
with balances and loan turnover, they 
become more selective in their loans 
and rates become secondary. A few 
years ago, one well-known Aaa utility 
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“BREAK STEP, MEN” 


had some difficulty raising funds in a 
large city outside its territory, even 
though it offered a rate one-quarter 
per cent above the then prime rate plus 
a 1 per cent fee on the unused commit- 
ment, 

This was because it refused to open 
deposit accounts beyond its area. At 
that time, the high rate was not a 
major inducement. Banks had a greater 
need for additional deposits to serve 
as a basis for meeting customer loan 
demands than they did for high rates. 
About the same time, some of the na- 
tion’s largest banks indicated unwilling- 
ness to renew certain utility lines of 
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credit unless there was improvement in 
the ratio of deposits to loans. 


OME utilities which borrow from banks, 

Cooper related, have found it hard 
to maintain adequate balances because 
their regulatory commissions disallow 
reasonable cash deposits as a part of the 
rate base. Commissions should recognize, 
he said, that this can create hardships on 
the utility by restricting the latter’s fi- 
nancial flexibility. Under this situation, a 
utility might be forced to market new 
securities at the most expensive time. 
Cooper stated: 


Banks are also interested in having 
loans paid off periodically. If utility A 
keeps the same ratio of bank balances 
to maximum loans as utility B, but 
only borrows for six months, com- 
pared with a full twelve months for B, 
then naturally A has a higher ratio of 
average balances to average loans and 
is considered a more valuable cus- 
tomer, ... 


Increased Electric Utility 
Loans 


6 Bie factors just mentioned, Cooper 
pointed out, are the ones that re- 
ceive emphasis by commercial bankers, 
rather than long-term credit standing, 
during periods of tight credit, as con- 
trasted with times of credit ease. One 
facet of utility financing, he said, which 
has had a somewhat greater impact on 
banks than on the long-term capital mar- 
kets, is the fact that electric utility bor- 
rowings have increased more rapidly than 
cash on hand. During the period from 
1945 to 1958, which is the latest statisti- 
cal comparison available, notes payable of 
class A and B private electric utilities at 
year end increased 2,440 per cent. In the 
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same span, cash items increased only 25 
per cent. While most cash is used for 
day-to-day operations, there is a clear 
indication that the ratio of cash on de- 
posit, as a basis for loans, has been de- 
creasing. One factor holding down cash 
has been the more efficient use of internal 
cash funds that has developed because 
regulation and inflation have forced utili- 
ties to seek all possible savings. Cooper 
said : 


Inflationary trends frequently ac- 
company periods of tight credit, and 
at such times commercial bankers 
watch also overall industry earnings. 
If the cost of new capital for utilities 
approaches the allowed return, bankers 
know the utilities will find it more 
difficult to achieve adequate coverage 
of fixed charges. 

For this reason, banks give a plus 
rating to those utilities that do not 
hesitate to seek increased rates where 
necessary to maintain a satisfactory 
return. . .. 


ere also said electric utilities have 
had a declining return for several 
years, And while small, combined with 
higher costs, there has resulted in some 
lowering of interest coverage, particu- 
larly on a pre-tax basis. This is not a 
major factor, by any means, “because 
utility credits are now much sounder” 
than they were a decade or two ago. 
Nevertheless, Cooper warned, recent 
months have brought suggestions to some 
utilities that their bond ratings would be 
lowered if debt percentages continue to 
rise and if coverage ratios decline fur- 
ther. 

For this reason, utility managements 
and regulatory commissions must remain 
alert to the need for keeping the utility 
credits strong and healthy. 
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Primary Purpose of Bank Loans 


gestae pending the sale of per- 
manent securities is the primary pur- 
pose of commercial bank loans for utili- 
ties. These loans seem to have increased 
in 1959 and 1960, based on the experi- 
ence of several large banks, Other types of 
loans have been developed, however, in 
the public utility departments of commer- 
cial banks. One is the self-liquidating gas 
storage loan incurred during the summer 
for the purpose of purchasing gas and 
placing it in underground storage for use 
during the winter months. Banks also 
sometimes finance consumer paper aris- 
ing from the sale of utility appliances, 
finance coal inventories and automotive 
fleets. 


Summing It Up 


HEN credit is easy, Cooper stated, 

banks are more willing to accept 
term loans of, say, five years’ maturity 
than they are in times of tight credit. 
When credit is tight and money scarce, 
neither banking nor regulatory authori- 
ties are eager to tie up capital for long 
periods. 


Cooper said: 
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. utility business is a popular one 
with banks because of the generally 
high credit standing of most com- 
panies, the stability and continuity of 
deposits and loans, the collateral trust 
business from corporate appointments 
on new issues, and from trusteeships 
under the growing number of employee 
benefit plans. Its desirability is evi- 
denced by the number of banks enter- 
ing this field. Commercial bankers have 
an extremely high regard for utility 
credits and they have been advancing 
increasing amounts to help finance con- 
struction and other utility activities. ... 


The change in the terms on which 
bank loans were made in the 1959-60 
period of overall heavy loan demand is 
a reflection only of the tighter position 
of banks and not a change in utility 
credits. It is becoming increasingly popu- 
lar for utilities to do their interim financ- 
ing through banks prior to the sale of 
permanent securities. “This, combined 
with the continued growth rate of utili- 
ties, means that commercial bankers 
should look upon utilities as a substantial 
source of business for many years,” 
Cooper stated. 





Cleveland Transit Labor Arbitration 


HE PRESS OF WESTERN RESERVE 

UNIversiry has recently reprinted an 
article by Dallas M. Young, entitled 
“Fifty Years of Labor Arbitration in 
Cleveland Transit.” This labor review 
also appeared in the U. S. Department of 
Labor’s Monthly Labor Review, May, 
1960. 

Mr. Young is an associate professor 
of economics at Western Reserve Uni- 
versity and has served as umpire since 
1956 under the Cleveland Transit Sys- 
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tem’s contract with the Amalgamated As- 
sociation of Street, Electric Railway, and 
Motor Coach Employees of America. Mr. 
Young notes that while other cities such 
as New York, Washington, Pittsburgh, 
and St. Louis have experienced shut- 
downs of transportation facilities due to 
strikes, the Cleveland transit companies— 
publicly and privately owned—have only 
been shut down for twelve days in fifty 
years. 

Mr. Young states that over the past 
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fifty years Cleveland transit has used 
three types of arbitration. These are (1) 
ad hoc, tripartite boards; (2) federal 
government boards; (3) single, impartial 
umpires. The umpire system has been 
used since 1946 and government boards 
were used during the two World Wars. 

It is observed by Mr. Young that in the 
20-year period when the privately owned, 
publicly regulated Cleveland Railway 
Company used ad hoc boards, the follow- 
ing types of controversies were settled: 
one schedule controversy, two discipline 
cases, and six wage disputes. During the 
two World Wars the National War 
Labor Board heard the various transit 
disputes. Most of these matters were of 
“rather” routine wage-hour issues. 

Since 1946 the single, impartial umpire 
system has been used and Mr. Young 
states : 


Four impartial umpires—three at- 
torneys and an economist — have 
served since January 1, 1946. Selec- 
tion of the umpire, as well as a suc- 
cessor, is made by the parties while 
they are not in dispute. The umpire is 
permanent, rather than ad hoc, in na- 
ture, but either or both parties may 
ask for the removal of the arbiter on 
a given day each year. Umpires have 
served periods ranging from two and 
one-half to more than four years. 


HE umpires are paid on a retainer- 

plus basis. Since 1950 a $3,000 re- 
tainer has been provided, with additional 
compensation of $75 per day for each day 
of the proceedings. Mr. Young points 
out that Cleveland is the only city of the 
17 studied where umpires arbitrate new 
contract terms, and even though these de- 
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cisions are subject to review none has 
ever been modified or overruled. 

Following the discussion of each of the 
three types of arbitration arrangements, 
Mr. Young included specific problems 
which have been taken care of by each 
individual system. 

It is Mr. Young’s contention that the 
enviable record established in Cleveland 
has come about because all sides have 
learned how to speak out, how to listen, 
and how to make decisions. 

Mr. Young states that it is difficult to 
tell what the next fifty years may bring 
to the Cleveland transportation system. 
However, he does point out that the 
record of only twelve days’ loss of serv- 
ice, due to labor relations conflicts, will 
be hard to beat. He quotes steelworker 
and university educator Clinton S. Gold- 
en’s remarks to the National Planning 
Association in 1946, in which Golden 
stated : 


In my opinion, the time has come 
when, instead of looking into the 
causes of industrial conflict that we 
know and hear so much about, we 
ought to try to discover how much 
peace there is and what makes peace. 


oe can be no denying that such a 

positive approach is admirable and 
that Mr. Young has valid reason for con- 
tending that scholars, practitioners of 
urban transit, and other private and pub- 
lic industries could profit from the ex- 
perience gained in Cleveland. 

Additional copies of this study are 
available by contacting The Press of 
Western Reserve University, 2040 Adel- 
bert Road, Cleveland 6, Ohio. 

—C. M. B. 
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FPC OK’s $58 Million 
In Pipeline Projects 


HE FPC has approved the applica- 

tions of four natural gas pipeline 
companies to build a total of $58 million 
worth of new storage and transmission 
facilities. 

The largest expenditure will be made 
by the Texas Eastern Transmission Cor- 
poration of Shreveport, Louisiana, which 
will spend about $40.7 million to build 
214 miles of pipeline, erect a new com- 
pressor station and two metering stations. 

Texas Eastern will also develop jointly, 
with Transcontinental Gas Pipe Line Cor- 
poration of Houston and New York State 
Natural Gas Corporation of Pittsburgh, 
the Leidy storage field in Pennsylvania at 
a cost of $8 million. 

Algonquin Gas Transmission Company, 
Boston, has been given authority to con- 
struct $5.5 million in pipeline facilities in 
Massachusetts. 


The March of 


Events 


Mexico Pipeline Poses Problem 
| phate being built by Mexico be- 

tween Reynosa and Mexicali, op- 
posite Calexico on the California border, 
may prove to be a problem of regulation 
for the Federal Power Commission. 

The 1,208-mile line, which will enable 
Petroleos Mexicanos (PEMEX) to sell 
about 450 million cubic feet of gas daily 
to the Tennessee Gas Company under an 
agreement they have signed, will contain 
gas from the Texas and Louisiana fields 
as well as Mexico. 

The FPC may therefore decide to claim 
jurisdiction and attempt to regulate its 
sale. 

U. S. gas will pass across the border 
into Mexico and across the border into 
California at the other end of the pipeline. 
This is the reason the FPC may become 
concerned. 

The Mexican pipeline is designed to 
handle 750 million cubic feet of gas daily. 


California 


Accounting Method Modifies 
Rate Hike Amount 


HE California Public Utilities Com- 
mission has authorized the Pacific 
Gas and Electric Company to make a 
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change in its accounting procedures. This 
will lower a gas rate increase sought by the 
company from $16.8 million a year to 
$13.7 million, it was announced. 

The company had been asking for the 

















increase to offset rising costs of labor, 
material, and capital. Under the new ac- 
counting systems, Pacific Gas and Electric 
will change from a 2 per cent sinking-fund 
depreciation basis to depreciating proper- 
ties at an accelerated rate for tax pur- 
poses. 

It is estimated this change will cut 
the company’s taxes by $3.1 million a 
year. 


THE MARCH OF EVENTS 


A PG&E spokesman said the account- 
ing changes would take place as soon as 
possible. Under the accelerated method of 
depreciation the company will take a 
higher deduction from federal income 
taxes during the first years of use of new 
equipment. But it will set up a reserve 
fund to take care of the higher tax pay- 
ments which will result in later years. This 
is to keep the rate of return stable. 


Kentucky 


State Seeks Atomic Authority 


mene has asked the Atomic En- 
ergy Commission for permission to 
license private companies in the state on 
use of certain nuclear materials. Atomic 
Development Director James N. Neel, Jr., 
declared Kentucky aims to be the first state 
to submit its radiation control program 
to the federal agency and have it approved. 
Governor Bert Combs and Lieutenant 
Governor Wilson Wyatt said the atomic 
development program could open the way 


for numerous plants which would make 
items using the by-product materials of 
nuclear energy, such as radioisotopes, and 
source materials such as uranium. 

At present only the AEC issues licenses 
to private companies in the nuclear field, 
but a 1959 law now permits the states to 
qualify for licensing and regulatory au- 
thority. The commission’s present author- 
ity over the use and possession of certain 
radioactive materials may be given to a 
state if the commission finds the state has 
a sound program planned. 


Minnesota 


Co-ops Seek $40 Million 
REA Loan 


a southern and western Min- 
nesota power co-ops have agreed to 
ask the Rural Electrification Administra- 
tion for $40 million to build a 200,000- 
kilowatt steam-electric generating plant on 
the Mississippi river. 

Should REA approve the loan, the co- 
ops will build the plant and let Northern 
States Power Company operate it for 


them under a short-term lease. The co-ops 
would use the power from the plant to 
supplement power they get from Missouri 
river dams in the Dakotas. At present they 
get half their power from these dams and 
half from investor-owned utilities, includ- 
ing Northern States. But co-op engineers 
estimated they will need 200,000 kilowatts 
of steam power by 1970. 

The 18 co-ops are members of a super 
co-op, Co-operative Power Association. 


Missouri 


Gas Supply Plan Backed 


Ss: Louts and the Missouri Public Serv- 
ice Commission have given strong 


support to a proposal at an FPC hearing 
in Washington, D. C., which would pro- 
vide new pipelines and other facilities to 
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bring additional supplies of natural gas to 
St. Louis and other Middle Western cities. 

St. Louis urged approval of plans for 
constructing facilities which would cost 
$34.5 million. It said about half of all the 
home owners in the city who would like 
to use natural gas have been unable to 
obtain the fuel. Present supply of gas in 


New 
Rate Rise Bid Filed 


HE Public Service Electric & Gas 

Company has asked the public utilities 
commission for higher rates amounting to 
$10 million. It filed two plans with the 
commission. Under one all of the rate 
increase would be distributed among gas 
customers only. The other would divide 
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the area is “grossly inadequate,” a city 
spokesman asserted. 

Of the 202,000 residential gas custom- 
ers served by the Laclede Gas Company 
in St. Louis, only 94,000 use gas for heat- 
ing, or about 46 per cent. In cities where 
there are adequate supplies, up to 90 per 
cent of homes use gas for heating. 


Jersey 


the amount between gas and electric users. 

The customer would be better off under 
the combined way of dividing the amount 
between gas and electricity, except those 
using only electricty. They would pay a 
disproportionate share of the boost. The 
commission may not accept either plan, 
however, and may order that a rate sched- 
ule of its own making be placed into effect. 


Pennsylvania 


Accepts Electric Rate Cut 


HE Pennsylvania Electric Company 

of Johnstown, Pennsylvania, has told 
the state public utility commission that it 
would accept a $2,250,000 cut in electric 
rates. This is the first major reduction in 
rates effected since the commission started 
its investigation of charges made by vari- 
Ols power companies. 

The new agreement will lower rates for 
some 400,000 customers in 31 west-central 
counties by about $3.43 a year. Similar 
cuts will be made in commercial and in- 
dustrial rates, the commission reported. 

The reduction, which averages 3.6 per 
cent, affects some 352,000 residential cus- 
tomers. They will save about $1,205,000. 
The remainder—$1,068,000—will be 
saved by commercial and industrial cus- 
tomers. 

The commission said the lower rates 
will net the utility 6 per cent profit, where- 
as under the existing rates it had been 
earning 64 per cent. Other utilities are still 
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being studied by the commission to see if 
their rates are in line with what they 
should be. 


Bell Told to Cut Rates 


bee state public utility commission has 
ordered the Bell Telephone Company 
of Pennsylvania to cut its rates within 
thirty days or justify them in formal pro- 
ceedings. The commission said lower 
rates are in order because the utility is 
earning an “excessive” return on its 
Pennsylvania intrastate operations, based 
on data for the fiscal year ended March 
31, 1960. 

The company reacted to the commis- 
sion’s order with this statement from 
Bell’s president, Wilfred D. Gillen: “Bell 
does not consider its earnings excessive.” 

The commission has asked Bell to re- 
duce the fixed monthly charges for local 
exchange service to 2,577,000 customers 
throughout the state. Almost a million of 
them live in the greater Philadelphia area. 
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Trends and Topics 


Errors in Telephone Directories 


tows primary function of a telephone company is to provide a means of 
communication, and the alphabetical portion of a directory is an incident 
of this service. The classified section is more in the nature of an advertising 
medium. Some cases relating to errors in directories come under commission 
regulation, although a suit for damages is a matter for the courts. Questions 
arising in these cases relate to commission jurisdiction, rules limiting liability 
for errors, and correction of errors. 


Correction and Avoidance of Errors 


The last question arose in the recent decision by the Missouri commission 
on a complaint by an attorney who demanded that a new directory be pub- 
lished (34 PUR3d 129). The commission decided that publication of a new 
directory would impose too great a burden on the company. It ordered the 
company to mail a notice of errors to all subscribers and also to install a 
switch key in the office of another subscriber to transfer calls (erroneously 
directed there) to the attorney’s office when the switchboard was unattended. 

The Hawaii commission many years ago considered this question of error 
correction. An attorney whose office numbers had been omitted wanted the 
company to print corrections on stickers and mail them to subscribers with 
instructions to insert them in directories. The company had published cor- 
rections in a newspaper. A new directory would soon be published, and the 
commission denied the complaint. The commission, however, said that the 
company had not accorded this subscriber the same service as was given to 
others, and it indicated that if the complaint had been filed earlier, it might 
have been granted (PUR1918C 885). 

The Maryland commission refused to adopt rules proposed by dissatisfied 
subscribers for the purpose of eliminating errors in directories, expressing 
the opinion that it would be impracticable to exercise more complete super- 
vision over directories. It also held that alleged errors did not amount to 
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discrimination (PUR1928E 529). The state court of appeals upheld the com- 
mission (PUR1931B 220). 


Limitations on Liability 


An earlier decision by the Missouri commission covers many of the issues 
which pertain to this topic. A telephone company had filed a rule limiting 
liability to a pro rata abatement not to exceed one-half the service charges 
for the period from the date of issuance of the directory in which a mistake 
occurs to the date of issuance of a new directory containing a proper listing. 

The first question was whether the commission had authority to approve 
or disapprove the rule. The commission concluded that this rule pertained to 
“privileges or facilities” over which the commission had jurisdiction; that a 
directory is an essential instrumentality in connection with telephone service, 
which a telephone company is required to provide. 

The second question was whether the rule was lawful. Even though a 
person may not contract against liability for negligence, he may contract for 
liquidated damages when the act causing the damages is not willful or grossly 
negligent. Preparation of a directory involves the listing of many names, and 
it is “almost inevitable” that from time to time errors will appear. A rule not 
exonerating the company but limiting liability was deemed lawful. 

The last question was whether the proposed rule was reasonable. A similar 
rule was in effect in many states and, according to the commission, had been 
upheld. The rule taken as a whole was approved, but the commission dis- 
approved of its wording because it contained an “unnecessary” introductory 
sentence and a provision that the company should not be a party to con- 
troversies arising “between subscribers or others” as a result of listings 
(58 PUR NS 48). 

Compliance with state law and the filing of tariffs limiting liability on 
account of directory errors has been held to be a proper defense in an action 
for damages in Ohio (32 PUR NS 82). A California court declared that a 
rule limiting liability becomes a part of the subscriber’s contract and, in the 
absence of a showing of unreasonableness, is binding on the customer (95 
PUR NS 58). 

A California court reversed a judgment for damages in the sum of $253.55 
based upon an error in listing a subscriber’s name, and it directed judgment 
for $52.15, the amount conceded by the company to be payable under its 
rule limiting liability to the charge for service during the life of the directory. 
The application for service had been made on a printed form containing the 
provision that service would be in accordance with rates, rules, and regulations 
on file with the commission. The court said that, although directory service 
is essential in connection with telephone service offered to the public, rates 
and service are regulated by the commission and are in part dependent upon 
the rule limiting liability (34 PUR NS 19). If there were unlimited liability, 
obviously rates would go up. 

The California commission dismissed a complaint by lawyers whose listings 
in the classified section were erroneous, on the grounds that the commission 
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had no jurisdiction over a claim for damages and, furthermore, that a rule 
limiting liability for such errors was not unreasonable (13 PUR3d 322). 
The commission later upheld the same rule in dismissing a complaint by a 


veterinarian (14 PUR3d 334). 





Review of Current Cases 


Parent’s Capital Cost and Assumed Capital Structure 
Figure in Telephone Rate of Return 


HE Montana commission authorized 

General Telephone Company of the 
Northwest to increase rates to produce a 
rate of return of 5.85 per cent on a fair 
value rate base. A return of 7 per cent 
was requested, though the rate base 
figure on which this return was calculated 
—a weighted average rate base—was 
somewhat lower than the fair value base 
determined by the commission. 


Resort to Parent’s Equity Cost 


In support of the proposed 7 per cent 
return, the company urged that a return 
of 11 to 12 per cent should be allowed 
on equity capital, pointing to other tele- 
phone, gas, and electric companies’ earn- 
ings. The common stock of General of 
the Northwest, however, is not traded on 
the market. Its stock is wholly owned by 
General Telephone & Electronics Cor- 
poration, which supplies the operating 
company’s equity capital. The commis- 
sion, therefore, looked to the parent cor- 
poration to determine the necessary 
equity earnings. 

During the last six years investors in 
General Telephone & Electronics have 
accepted a 4.45 per cent dividend yield on 
the average market price of the corpora- 
tion’s common stock. Applying a pay-out 
ratio of 80 per cent, and making an al- 
lowance for investors’ anticipation of 
growth in the system, together with an 
allowance to ensure the financial integrity 


of the company, the commission arrived 
at a fair return of 7 per cent on equity 
capital for the applicant. The combined 
cost of debt and preferred stock amounted 
to 4.45 per cent. 

The commission assumed “a more prac- 
tical capital structure” of 55 per cent 
equity and 45 per cent debt instead of the 
applicant’s actual debt ratio of 60 per 
cent debt and 40 per cent equity. This 
assumed capital structure would afford 
a safe borrowing reserve in case of ad- 
verse stock market conditions. On these 
determinations, an overall rate of return 
of 5.85 per cent was found to be adequate. 


Fair Value Determination 


General of the Northwest claimed a 
weighted average rate base of $780,000, 
including materials and supplies and 
working cash. No reproduction cost evi- 
dence, which the commission normally 
considers in determining fair value, was 
presented. However, because of intensive 
plant construction and replacement during 
recent years, the lack of reproduction cost 
evidence was not considered significant. 
Nor were year-end rate base figures of- 
fered, though the commission has pre- 
viously used such figures. Considering 
information of record, together with an- 
nual reports and other available informa- 
tion, a fair value rate base of $826,000 
was fixed. 

No allowance for working cash was 
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included since tax accruals were ade- 
quate for this need. 

Since the company would be installing 
dial equipment during the year following 
the rate order, the commission provided 
for a review of the plant construction 
program within twelve months, where- 
upon the rate proceeding would be re- 
opened if necessary. 


Expense Items 


The ratio of overall maintenance to 


overall plant in service jumped from 5.4 
per cent in 1956 to 7.9 per cent in 1957 
and back to 7.2 per cent in 1958. Studies 
of previous years’ experience of the com- 
pany and of other companies’ ratios re- 
vealed that an overall maintenance ratio 
of 5 to 6 per cent might be expected. Six 
per cent was allowed. Wage agreements 
made during the year were given effect 
for the full year. Re General Teleph. Co. 
of the Northwest, Docket No. 4855, 
Order No. 2825, May 31, 1960. 


Water Company with Unique Problems 
Granted Rate Increase 


HE Colorado commission recently 

authorized a water company to in- 
crease rates to produce a return of 6 per 
cent on the end-of-period rate base. In 
granting the increase, the commission 
recognized that the company was faced 
with unique problems. 

One thorn in the company’s side was 
the problem of supplying water during 
the severe winter cold period and during 
the spring when the supply in its reser- 
voirs was low, prior to the spring thaw. 
There was abundant water in the sum- 
mer, until the extremely cold weather set 
in. As the water temperature dropped 
and ice formed in the reservoirs and open 
channels, the company was faced with the 
task of keeping the water from freezing 
in its distribution system and in keeping 
the water flowing in its box lines. 

Another problem of wintertime opera- 
tion involved keeping the fire hydrants 
open. The company could not let the 
water flow onto the city streets because 
it would freeze and create a pedestrian 
and traffic hazard. It had to drain the 
fire hydrants into a tank truck and haul 
the water away, in most instances. 

In addition to the freezing problems, 
the company had a storage problem. Its 
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main reservoir was leaking. Though the 
company had spent a substantial sum for 
repairs, upon advice of engineers, the 
reservoir had not benefited because the 
leaking process was still in evidence. 

The commission recognized that the 
company could either go on trying to 
maintain the existing system with the re- 
sult that all or most of the earnings would 
have to be invested in the plant, or it 
could elect to make repairs on a strictly 
maintenance basis by merely fixing leaks 
and replacing only enough of the plant 
to be charged as maintenance, thereby in- 
creasing expenses instead of plant invest- 
ment. Either of these routes would prove 
disastrous in the long run. 

The company had obtained an option 
to buy certain lands on which a tunnel 
site was located, together with the flow 
rights of the water coming from the tun- 
nel, which had been tested and found to 
be good. The company planned to con- 
struct a pipeline from the mouth of the 
tunnel to its distribution system. The 
commission approved the plan, as having 
considerable merit. 

The commission made two adjustments 
in the rate base. Since the water rights 
were not depreciable property, their cost 
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was deducted from plant in service with- 
out an adjustment in the depreciation re- 
serve. The repairs the company had made 
to the reservoir were also deducted from 
the rate base, but the company was per- 
mitted to take depreciation on this item 
in order to recoup the expenditure. 
Regulatory commission expense had 
been allowed as an operating expense, but 
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the company had not deducted the item 
from its income tax calculations. The 
commission directed that such expense 
should also be deducted for income tax 
purposes, since not to do so would 
penalize the ratepayer who would not re- 
ceive the benefit of the reduced taxes. Re 
Leadville Water Co. Application No. 
17531, Decision No. 54708, July 19, 1960. 


Service Obligation Is Attached to Transferred 
Utility Property 


HE Nevada commission denied ap- 

proval of a proposed modification to 
a contract between two companies, pro- 
viding for an increase in water rates. Pre- 
viously, the commission had approved the 
sale of Virginia City Water Company’s 
assets to the Curtiss-Wright Corporation, 
the sole owner of the presently constituted 
Marlette Lake Company. The purchaser 
contracted to provide Virginia City with 
the water at a set price per gallon. The 
contract modification would increase the 
cost of such wholesale water. 

As the commission saw it, Marlette 
Lake now claimed that it had a legal right 
to stop furnishing water to the Virginia 
City Water Company and, through the 
latter, to the public in the area, if its 
contractual terms or price were not met. 
A public utility could not, without legisla- 
tive consent, so deal with its property as 
to incapacitate itself from performing its 
public duties, said the commission. The 
sale of the water rights and system, as 
approved by the commission, in no way 
contemplated any such eventuality. 

The property and water rights pur- 
chased were neither abandoned, useless, 
nor surplus. They were still essential and 
indispensable to the proper discharge of 
required service to the public. Such being 
the case, they were impressed with a 
present and continuing obligation to serve 


the public. The purchaser of the property 
could not relieve itself of, or escape, such 
public obligation. 


Commission Approval 


The general rule, pointed out the com- 
mission, is that the property of a public 
utility cannot be lawfully transferred by 
the owner without the sanction of the 
state or an administrative agency. Nor is 
a transfer valid unless the transferee has 
the power to accept the property and con- 
tinue the use to which it has been devoted. 
The transferee of the system takes the 
property and operating authority subject 
to all the burdens and is obliged to con- 
tinue performance of any public service 
to which the property has been dedicated. 

A transferee is also bound by the terms 
of valid contracts, expressed or imposed 
by law, of grantors, of which it has 
actual or constructive notice. 


Public Utility Status 


The commission also held that the pur- 
chaser had put itself into the category of 
a public utility at the time of the sale, 
and subjected itself to commission juris- 
diction. The number of customers that a 
system serves, or the number of potential 
customers that it might serve, is not de- 
terminative of the question of utility 
status. Circumstances, such as present in 
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this case, could be sufficient to justify a 
holding that public utility status, with re- 
quired duty to serve, attached to the 
property itself. 

The commission pointed out that when 
transfer of utility property would in- 
capacitate a utility for performance of its 
assumed duty and obligation to the public, 
such transfer would be ultra vires, and in- 
valid, as contrary to the public interest. 
Approval of any such transfer would be 
beyond the powers of the commission and 
a nullity. 


Justification for Increased Rates 


The commission denied the request for 
approval of the rate increase. Marlette 
Lake Company had claimed, in justifica- 
tion for the increase, that it had expended 
a considerable amount of money in mak- 
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ing system improvements. The system 
had been improved to have a capability of 
1.3 million gallons per day, notwithstand- 
ing that the contract between the parties 
called for maximum delivery of 300,000 
gallons per day. 

Current requirements, said the commis- 
sion, neither warranted nor justified the 
extensive improvements made in the sys- 
tem or the considerable investment en- 
tailed. Even when viewed with reference 
to the most exaggerated growth expecta- 
tions of the area, the improvements 
effected were undoubtedly excessive. That 
any such excess investment cost should be 
borne by the consumer public through 
payment of an increase in water rates 
was deemed unjust and unreasonable. Re 
Virginia City Water Co. et al. Case No. 
1281, Sub No. a, August 2, 1960. 


Final Step in Holding Company Divestment Plan 
Approved 


flees Securities and Exchange Com- 
mission approved the proposed sale 
of Louisiana Power & Light Company’s 
holdings of Louisiana Gas Service Com- 
pany’s common stock, through a rights 
offering, to common stockholders of 
Middle South Utilities, Inc., their parent 
company. The sale constituted the final 
step in compliance with an order requir- 
ing Middle South and Louisiana Power 
to divest themselves of their direct and 
indirect ownership in the nonelectric 
properties and was, therefore, considered 
necessary to effectuate compliance with 
§ 11(b)(1) of the Holding Company 
Act. 

Previously, under the divestment plan 
Louisiana Power had transferred all of 
its nonelectric properties, consisting prin- 
cipally of natural gas utility facilities, to 
Louisiana Gas. The plan had also pro- 
vided for the sale or disposition by 
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Louisiana Power of its holdings of 
Louisiana Gas common stock prior to 
September 30, 1960. The commission con- 
cluded that the consummation of the 
proposed distribution of the shares of 
common stock of Louisiana Gas through 
a rights offering to the stockholders of 
Middle South would accomplish such 
divestment in an effective and appropriate 
manner, 


Fairness of Plan 


The Louisiana Gas stock was to be of- 
fered ratably for subscription by the 
stockholders of Middle South, who would 
thus be afforded an opportunity to acquire 
directly the interest in Louisiana Gas 
which they already had indirectly as 
stockholders of the holding company. The 
subscription price for the stock to be of- 
fered would be equal to the underlying 
book value of such shares plus per share 

















distribution expenses. The commission 
concluded that the approximate subscrip- 
tion price would bear a fair relationship 
to the sums invested in and the earning 
capacity of Louisiana Gas. The commis- 
sion decided that the sale price and the 
terms of sale were fair and equitable to 
the parties affected. 

Since the shares were to be sold 
pursuant to pre-emptive rights being given 
to the shareholders of Middle South and 


PROGRESS OF REGULATION 


z 





there was to be no sale of any of the 
shares not subscribed for, the commission 
found that compliance with competitive 
bidding requirements was not necessary 
or appropriate in the public interest or 
for the protection of investors or con- 
sumers. The sale was, therefore, excepted 
from the requirements of Rule 50. Re 
Louisiana Gas Service Co. et al. File No. 
54-221, Release No. 14267, August 11, 
1960. 


Notice and Hearing Essential to 
Deprivation of Service 


a may not be deprived of 
telephone service against his will 
without permission duly granted by the 
commission after notice and hearing, the 
Nebraska supreme court ruled. 

Without success, several subscribers 
complained to the Nebraska commission 
that their service had been discontinued 
without affording them an opportunity to 
be heard. 

Some time prior to discontinuance, 
two companies had agreed upon a 
territorial dividing line between them, 
whereby the complainants were excluded 
from the territory of the particular com- 
pany serving them. They were later 
peremptorily notified by the companies 
that their service would be discontinued 
as of a specified date. 

While the territorial agreement was 
called to the attention of the commission, 
no formal action was taken until after 
the notice of discontinuance of service 
had been given to the subscribers. It ap- 
peared to the court that the withdrawal 
of service was accomplished by each com- 
pany on a voluntary and ex parte basis, 
not pursuant to constitutional or statutory 
requirements. 

The companies contended, however, 
that an order of the commission, after 


the territorial agreement, establishing 
one of the companies as the successor to 
another and issuing a certificate in 1958 
amounted to an order requiring them to 
withdraw service provided beyond their 
agreed boundaries. 

This order was not presented in the 
record before the court. But assuming it 
to contain all that was contended for it, 
the court held that it availed the com- 
panies nothing. Although subscribers 
were necessary parties in interest in any 
proceeding to deprive them of service, 
they were not made parties to the pro- 
ceeding ; no notice and hearing were given 
them; no reference was made to the serv- 
ice involved; no attempt was made to 
define or declare a line between the com- 
panies; and nothing was taken from one 
company and given to the other. Without 
notice and hearing the companies could 
not lawfully withdraw service. 

Any other attitude, said the court, 
would furnish an opportunity for grave 
and incalculable injustice. No oppor- 
tunity, otherwise, would be afforded for 
the production of evidence necessary to 
be considered in determining true con- 
venience and necessity. It would permit 
action without the right to present the 
facts essential to a proper determination 
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of basic questions involved. 
amount to a denial of due process of law. 


It would 
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Block et al. v. Lincoln Teleph. & Teleg. 
Co. et al. 103 NW2d 312. 


Telephone Subsidiary’s Portion of National 
Advertising Campaign Disallowed 


HE Wisconsin commission found that 

the expenses of a national advertis- 
ing program had not been shown to be 
just and reasonable expenses of a tele- 
phone company subsidiary for the pur- 
poses of a rate proceeding, and it elimi- 
nated $36,052 as a justifiable operating 
expense. General Telephone Company of 
Wisconsin was applying for a rate in- 
crease. The company is a subsidiary of 
General Telephone & Electronics Corpo- 
ration. 

Granted that exposure of the corporate 
name to large and diverse segments of 
the population creates a greater public 
awareness of the system, said the com- 
mission, it is questionable whether the 
cost of advertising in magazines of na- 
tional circulation benefited the subsidiary, 
which served in a small urban and rural 
territory in one state, and served but few 
stations in relation to the national total. 

The commission agreed with the staff’s 
position that, though the national adver- 
tising helped to create a favorable market 
for stock of the parent, neither the com- 
pany nor the staff had used the current 
market evaluation of the parent’s stock in 
determining the cost of capital. Also, it 
was pointed out that the General system 
had only about 5 per cent of the tele- 
phones in the country, with 95 per cent 
of the customers being served by others, 
and that the General system was not in a 
position to serve that 95 per cent with 
telephone service. 


Payments to Affiliates 


The commission found that the com- 
pany’s payments to a directory affiliate 
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and to various manufacturing and sales 
affiliates were excessive to the extent of 
at least the amount in excess of 15 per 
cent on the parent’s investment applica- 
ble to the business with the company. The 
mere fact that a manufacturer charges 
both affiliated and nonaffiliated buyers 
uniform prices hardly establishes that the 
prices are either reasonable or competi- 
tive, the commission said. The company 
had the burden of establishing the reason- 
ableness of the prices, and since it had not 
met such burden, the excess of amounts 
found reasonable by the commission had 
to be disallowed. 

The prices involved were “adminis- 
tered prices.” The level of prices had not 
been determined by the costs incurred by 
the largest and most efficient producer in 
a competitive market, but had been deter- 
mined at a level which would permit 
smaller and less efficient producers to stay 
in business. Ratepayers should not be re- 
quired to pay to an affiliated interest ex- 
cessive costs which arise from such a pric- 
ing scheme. 


Working Capital 


Construction expenditures upon which 
interest during construction had been 
charged, interest on bonds, dividends on 
preferred stock, dividends on common 
stock, and repurchases of preferred stock 
and payments to trustees for debt retire- 
ment were not included in working capi- 
tal. The evidence showed that investors 
had not been required to supply working 
capital requirements for payrolls and 
other cash operating expenses but that 
substantially more than such requirements 
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had been and were being generated by 
operation of the business. Funds were 
available from the time lag between re- 
ceipt of cash from customers and pay- 
ments for cost of rendering service, ade- 
quate justification for not granting any 
working capital allowance. 


Additional Sales Force 


The company had established and 
staffed a merchandise sales department, 
and had incurred such expenses in efforts 
to sell new and additional services to cus- 
tomers. Such expenses, held the commis- 
sion, are a proper component of operat- 
ing expense. However, the expenses could 
not be included in the test period with- 
out matching revenues attributable to the 
sales group. It seemed reasonable to ex- 
pect that the increased sales effort would 
increase operating revenues in an amount 
greater than the increased sales expense. 
Accordingly, the commission increased 
revenues by an amount equal to the in- 
crease in sales expenses. 


Office and Employee Moving Expenses 


The company had included, in operat- 
ing expenses, the cost of moving house- 
hold goods and families of supervisory 
employees hired to fill newly created posi- 
tions and part of the costs of moving 
general offices to a new building. 
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Another relocation of the company’s 
general office was not likely in the near 
future, and such expense was disallowed. 
However, the expenses relating to em- 
ployee relocation could reasonably be ex- 
pected to continue, although not neces- 
sarily at the level of the immediate past. 
An amount equal to one-half of the em- 
ployee relocation expenses was then 
allowed. 


Return Allowance 


The commission found that the reason- 
able cost of capital to the telephone sub- 
sidiary was 6.6 per cent. Analyzing the 
transactions of the company with its par- 
ent and affiliated manufacturing, sales, 
and directory companies, the commission 
decided that the parent earned an exces- 
sive profit by virtue of its investment in 
such subsidiaries, and from taking for it- 
self the benefit of tax reductions resulting 
from a consolidated federal tax return. 
Disallowance of such items for rate pur- 
poses could be accomplished by eliminat- 
ing them from the accounts of the sub- 
sidiary or by reduction of the return al- 
lowance, and the commission chose the 
latter course. A return of 5.94 per cent 
on the subsidiary’s depreciated investment 
rate base was considered reasonable. Re 
General Teleph. Co. of Wisconsin, 2-U- 
5149, August 16, 1960. 


ICC Reversed on Permit Grants to 
Railroad Subsidiary 


HE U. S. Supreme Court has held 

that the ICC erred in granting con- 
tract motor carrier permits to a trucking 
company which was a railroad subsidiary 
without imposing normal restrictions de- 
signed to make the carrier service auxil- 
iary or supplemental of train service. The 
National Transportation Policy, pointed 
out the court, is designed to prevent rail- 


road incursions into the field of motor 
carrier service. In the absence of special 
circumstances justifying omission of re- 
strictions, permits like the ones granted 
must impose functional limitations. 

The ICC permits had limited the points 
of destination to points on the railroad 
line. Such limitation is but a geographical 
one, held the court, not a functional one 
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as contemplated by the congressional man- 
date. The commission had argued that to 
impose the normal restrictions would de- 
stroy the character of contract carriage. 
Such reasoning was held insufficient justi- 
fication for the commission’s action. Nor 
did the argument meet the special circum- 
stances test. There had been no finding 
that independent contract carriers were 
unable or unwilling to perform the same 
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type of service as the railroad subsidiary. 

The case was remanded to the commis- 
sion, however, because the court was un- 
able to conclude, as a matter of law, that 
there were no factors present which the 
commission could have regarded as spe- 
cial circumstances to justify the omission 
of the restrictions. American Trucking 
Associations, Inc. et al. v. United States 
et al. 4 L ed 2d 1527. 


Rate Order Allows for Reasonable Profit 
On Interdepartmental Sales 


—— ELectric Light COMPANY 
has been granted a rate increase by 
the Connecticut commission in order to 
offset the effect of new increases in the 
cost of pipeline gas supplies. However, the 
current rates for pipeline supplies, though 
already put into effect, have not been 
finally determined, and in the event the 
Federal Power Commission should make 
an adjustment leading to a refund to 
Hartford Electric, the latter will be re- 
quired to pass the refund on to its con- 
sumers. The gas operations produce only 
about 7 per cent of the company’s total 
revenues. 

The company had requested additional 
revenues of $538,000, alleging this sum 
to be necessary to offset the increased cost 
of purchased gas of $476,000 and to bring 
the company’s earnings up to a point 
where gas customers would be paying 
their fair share of the total revenue re- 
quirement. With rate base and expense 
adjustments, the commission found that 
a $405,000 increase in gas revenues would 
afford a satisfactory return of 5.48 per 
cent on a net book cost rate base appli- 
cable to the gas operations, resulting in 
an overall return of 5.84 per cent on both 
gas and electric service. This overall re- 
turn was the same as that estimated by 
the company in its pro forma data. 
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Profit on Boiler Fuel Gas 


In providing boiler fuel gas to its elec- 
tric department Hartford Electric had 
been charging only the bare cost of gas 
actually used, exclusive of the demand 
component in the rate structure under 
which pipeline supplies were purchased. 
It appeared to the commission that this 
transaction would result, in effect, in gas 
customers subsidizing electric customers. 
The commission concluded that a reason- 
able profit should accrue to the gas de- 
partment for this service. The estimated 
revenues from gas operations were, ac- 
cordingly, increased in order to provide a 
reasonable margin of profit. 


Expense Adjustments 


The company had included in operat- 
ing expenses for the gas department a 
share of the cost of the company’s par- 
ticipation in the ankee atomic research 
project. Since the benefits of participa- 
tion in this research would accrue exclu- 
sively to the electric department, none of 
the expense could be charged to gas opera- 
tions. 

Charitable contributions were rejected 
as an operating expense on the ground 
that the ratepayers should not be com- 
pelled in this way to make involuntary 
contributions. Such costs are properly 
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chargeable to stockholders and not to rate- 
payers, the commission declared. 


“Captive Customers’ Argument 


Opponents of the increase in gas rates 
contended that since the company had 
offered an incentive program to induce 
individuals to convert to gas for heating 
and other household purposes, the com- 
pany was bound to do everything possible 
to prevent rate increases for such patrons, 


PROGRESS OF REGULATION 


= 





who, it was said, may be considered to be 
captive customers in view of the cost of 
reconverting to other fuels. Considering 
this argument, the commission observed 
that Connecticut gas-distributing compa- 
nies are equally captive customers of the 
pipelines, for “they are wedded to their 
gas suppliers and cannot secure the quan- 
tity of gas required from any other 
source.” Re Hartford Electric Light Co. 
Docket No. 9908, August 9, 1960. 


Commission Removes “Reserve” Sign from 
Certificated Area 


HE Missouri commission has taken 

the first step in divesting the Doni- 
phan Telephone Company of an area it 
had attempted to hold “‘on ice.’ The com- 
mission directed the Southwestern Bell 
Telephone Company to make a survey 
of the area to determine the number of 
people who would actually become sub- 
scribers and the feasibility of rendering 
service to such subscribers, and retained 
jurisdiction for the purpose of granting 
Southwestern Bell a certificate to serve 
the area. 

The commission pointed out that there 
is a dual purpose in certificating territory 
to a utility. First, it is to segregate or 
delineate the area in which the public is 
to receive the service rendered by the 
utility. Second, it is to indicate the area 
in which the utility will be free from 
competition, provided adequate service 
is being rendered. 

When the territory in question had 
been included in the area map filed by 
the Doniphan Company, such action did 
not hold it in reserve until the time the 
company decided to render service to the 
public. By its action in filing the map, 
the company professed and represented 
to the public and to the commission that 
adequate service would be rendered in the 


area. The fact that a certificate had been 
granted to it to render service did not 
prevent the commission from authorizing 
another company to furnish service where 
inadequate service was being rendered by 
the certificated utility. 


Power to Define Area 


The commission noted it has the con- 
tinuing power, in the public interest, to 
determine and to define the particular 
territorial area of the community which 
a utility professed to serve. If it did not 
have such power, the companies could 
pick and choose the territorial portions 
of the communities, a situation which is 
unthinkable, particularly in a case where 
a company is authorized to serve, and 
does serve, in an incorporated city and 
professes to serve also in the adjoining 
rural area only to the extent which it 
chooses. 

The primary consideration in cases in- 
volving the alteration of exchange area 
boundary lines, pointed out the commis- 
sion, is the public need rather than the 
economics of the situation. Unless the 
commission adheres to such a rule, noth- 
ing can prevent a company, which desires 
to do so, from determining the extent of 
its service area without the commission’s 
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approval and without any regard for the 
public interest involved. 

The commission was well aware of 
previous decisions in which it had refused 
to order one telephone company into the 
certificated service area of another. The 
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differentiating factor in this case was that 
the public need could not be met by the 
company authorized to serve the area. 
Meyers et al. v. Southwestern Bell 
Teleph. Co. et al. Case No. 14,399, Au- 
gust 10, 1960. 


General Overheads Allowance Proper Component 
For Determining Reproduction Cost 


HE Illinois commission, on remand 

of a water rate case from the su- 
preme court, held that interest during 
construction is a proper component for 
determining reproduction cost, and that 
in view of the high level of interest and 
other costs of money rates prevalent at 
the time the matter was decided, the per- 
centage allowed had to be substantial. 

It had been the experience of the com- 
mission that a 15 per cent total allowance 
for general overheads was not unusual 
in reproduction studies, where interest 
during construction was included in such 
allowance. 

In view of the questions that had 
been raised in the proceeding, though, 
the commission reduced the previous 15 
per cent allowance to 12 per cent. 


Cash Working Capital 


Although there was no specific evidence 
available, the commission held that the 
company, in all probability, would have 
sufficient accrued but unpaid taxes in 
amounts likely to offset the need for a 
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cash working capital and materials and 
supplies allowance. It had not been estab- 
lished in the record that such funds were 
not available, so the commission felt jus- 
tified in denying the company’s request 
for an allowance. 


Deferred Federal Income Taxes 


The commission reaffirmed its previous 
holding that tax liabilities deferred by the 
use of accelerated depreciation for fed- 
eral income tax purposes should be recog- 
nized as present expenses. However, in 
accordance with the supreme court’s di- 
rective, accrued tax deferrals were de- 
ducted from the company’s rate base. 

The increase granted the company 
would produce a return of 5.6 per cent 
on the fair value rate base, which the 
commission considered reasonable. For 
commission decision, see (1957) 22 
PUR3d 358; for circuit court decision, 
see (1958) 26 PUR3d 187; and for su- 
preme court decision, see (1960) 19 IIl 
2d 76, 33 PUR3d 76. Re Alton Water 
Co. No. 43950, July 29, 1960. 


High Per Station Investment and Debt Capital Cost 
Support Telephone Rate Increase 


HE North Carolina commission ap- 
proved a request by the North Caro- 
lina Telephone Company for a rate in- 
crease of approximately 11 per cent. The 
new rate level will afford a rate of return 
of 5.14 per cent on a fair value rate base 
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amounting substantially to net plant in- 
vestment. It will cover the company’s 
debt requirement 1.63 times and provide 
a return of 4.64 per cent on common 
equity. 

It appeared that the company has been 























unable to obtain long-term debt financing 
at less than 54 per cent because of low 
earnings. Its debt ratio of 53 per cent, 
together with the high interest rate, op- 
erates against raising further debt capital 
until additional stock is sold. But the 
company encountered serious difficulty in 
issuing stock earlier this year at a price 
slightly above book value. The commis- 
sion found that the existing rate level, 
affording a debt coverage of only 1.36 
and a return of 2.64 on common equity 
was unreasonably low. It was noted that 
the evidence would support a higher rate 
of return than that requested and au- 
thorized. 


High Per Station Investment 


Extensive recent plant investment, in- 
cluding dial conversion, has pushed the 
company’s average book investment per 
telephone to $554. Modern service is now 
being provided, even to “thin” areas in 
the company’s territory. Protestants con- 
tended that this investment was impru- 
dent and reduced the fair value of the 
company’s property. To the same end 
they pointed to excess acquisition adjust- 
ments. 

The evidence indicated that this con- 
struction was made only after appropri- 
ate surveys, planning, and engineering. 
If, under public impetus and regulatory 
guidance in a period of inflation, the com- 
pany has provided needed service, and in 
so doing has invested somewhat dispro- 
portionately to revenue actually received, 
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it is at most a pardonable error in so far 
as the public and the commission are con- 
cerned, the commission declared. As to 
the excess acquisition adjustments, it was 
noted that only depreciated original cost 
applicable to property purchases had been 
considered in the rate base. 

Property held under a lease-purchase 
arrangement was included in the rate base 
where such property was used and useful 
in the rendition of service. 


Working Cash Allowance and Taxes 


In calculating the company’s working 
capital requirement, the commission took 
as a basis one-twelfth of total annual op- 
erating expenses, together with average 
materials and supplies. The resultant sum 
was reduced, however, by average normal 
federal income tax accruals. 

A further reduction was made to allow 
for the income tax effects of the requested 
increase, without regard to loss carry-over 
benefits which would accrue to the com- 
pany. 

Since rates for the future are not 
set to recover past deficits, the commis- 
sion pointed out, they should not be set 
to take advantage of tax benefits which 
may result from past operating deficits. 
Consistent with this treatment, an ex- 
pense claim for income tax liability was 
allowed without regard to the tax benefits 
resulting from prior losses. Re North 
Carolina Teleph. Co. Docket No. P-70, 
Sub 30, August 10, 1960. 


Lack of Actual Cost-of-capital Evidence Does Not 
Preclude Fixing of Reasonable Rate of Return 


NDIANA Gas & WATER CoMPANY, INC., 
obtained a rate increase for its Craw- 
fordsville water service sufficient to afford 
a rate of return of 5.8 per cent on a fair 
value rate base. A motion by an interested 
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party to consolidate this proceeding with 
other rate proceedings relating to the 
company’s water service in other com- 
munities was denied. It was found that the 
Crawfordsville water utility is a separate 
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segment of the company’s business, that it 
is not physically connected with any other 
properties of the company, and that there 
is no common or connected source of sup- 
ply. Furthermore, since existing rates in 
Crawfordsville were found to be confisca- 
tory (affording less than 3 per cent re- 
turn), there was no justification for 
continuing such confiscation pending a 
determination in other proceedings. 


Cost-of-capital Evidence 


The company presented a study of the 
cost of capital for ten independently oper- 
ated water companies which have securi- 
ties in the market. Their capitalization 
ratios closely approximated the 56 per 
cent debt and 44 per cent equity of the 
petitioner. Their historical cost of debt 
capital was 3.64 per cent,-compared with 
their current debt cost of 5.50 per cent. 
Their cost of common stock capital was 
alleged to be 9.59 per cent. Their histori- 
cal cost of capital was said to be 6.26 per 
cent, with an overall current cost of 7.30 
per cent. 

The commission observed that a strict 
cost-of-money formula is not the sole 
measure of a fair rate of return. Although 
the public counselor urged that the actual 
cost of money to Indiana Gas & Water 
Company be considered, neither he nor the 
company offered evidence of such actual 
cost. The absence of actual cost evidence, 
while not satisfactory to the commission, 
was not fatal to a determination of rate 
of return. It is neither unusual nor unlaw- 
ful to determine a rate of return even 
though the cost-of-money evidence in the 
record is not completely satisfactory, said 
the commission, noting that it has always 
drawn from experience in determining an 
appropriate rate of return. Many small 
utilities are unable to afford the services 
of cost-of-money experts. It was believed 
that 5.8 per cent on the fair value rate 


SEPTEMBER 29, 1960 


base would be a fair rate of return for 
Indiana Gas & Water Company. 


Fair Value Rate Base Ascertained 


The company’s evidence indicated that 
the depreciated original cost of the Craw- 
fordsville water properties at the end of 
1958 amounted to approximately one mil- 
lion dollars. The company currently used 
a composite rate of 2 per cent per annum 
in accruing depreciation for the water 
properties. Reproduction cost depreciated 
was shown to be approximately $1,660,- 
000. To these figures materials and sup- 
plies and working capital would be added, 
and contributions in aid of construction 
would be deducted. 

The actual investment in materials and 
supplies was allowed, but the working cash 
requirement was reduced by the amount 
of deferred federal income taxes available 
for use by the company. The commission 
found a fair value rate base of $1,150,000. 


Allocation Methods 


The allocation of common utility plant 
to the Crawfordsville water system from 
the company’s local and general offices was 
made on the basis of the number of water 
and gas customers which presumably re- 
flected the use made of the property. A 
revenue basis was used for the part of cus- 
tomers’ accounting and collecting expense 
related to the provision for uncollectible 
accounts. A customer basis was used for 
the expenses of the central billing depart- 
ment, and a customer basis was applied for 
all other costs in this group. A revenue 
basis was used for administrative and gen- 
eral expenses, both at the local and general 
offices, since they were attributable to prob- 
lems in connection with utility plant and 
the direction of operating personnel, both 
being used in the production of operating 
revenues. 


The provision for depreciation ap- 
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plicable to the allocated common utility 
plant was allocated to water operations on 
the basis of the property involved. A simi- 
lar basis was used for property taxes. Fed- 
eral income taxes were allocated on the 
basis of net operating income before taxes, 
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and further allocation between individual 
water properties in separate service areas 
was made on the basis of net operating 
income from each water property before 
taxes. Re Indiana Gas & Water Co., Inc. 
No. 28171, July 15, 1960. 


Cost-of-money Formula Not Sole 
Measure of Fair Return 


Bien. Indiana commission has pointed 
out that a strict cost-of-money for- 
mula is not the sole measure of a fair rate 
of return. It is neither unusual nor un- 
lawful to determine a rate of return even 
though the cost-of-money evidence in the 
record is not completely satisfactory. 

The case involved a water company’s 
rate application. Notwithstanding that the 
evidence relating to cost of money had 
barely been sufficient, the commission 
found that a return of 5.8 per cent on the 
company’s fair value rate base was rea- 
sonable and authorized the company to 
file schedules increasing rates so as to pro- 
duce such return. 

Contributions in aid of construction 
were excluded from the fair value rate 
base. Reproduction cost new, less accrued 
depreciation, was held an element properly 
to be considered in determining the fair 
value. 


The cash working capital allowance was 
reduced by an amount which represented 
deferred federal income tax accruals avail- 
able to meet cash requirements. 


Fire Hydrant Rates 


The fire hydrant rate proposed was less 
than a rate which would have been deter- 
mined upon an allocation of the portion 
of plant and expenses attributable to the 
rendering of public fire protection. The 
commission, however, found that an in- 
crease of $18 per hydrant per year was 
reasonable. Fire hydrant rates are largely 
affected by public policy, the commission 
said, and since public fire protection is not 
for the exclusive benefit of the municipal- 
ity paying the charges, it was proper that 
such charges be shared by the taxpayer 
and ratepayer groups, both of which 
benefit therefrom. Re Indiana Gas & 
Water Co., Inc. No. 28336, July 15, 1960. 





Other Recent Rulings 


Carrier Recovers Rates Despite Con- 
tract. The Michigan supreme court ruled 
that a motor carrier was entitled to re- 
cover legally prescribed rates even though 
it had contracted to haul for a lower 
charge, since it would be tantamount to 
denying recovery of a rebate illegally paid 
if the parties were left where they had 
contractually placed themselves. Robert 


McDaniel Trucking Co., Inc. v. Oak 
Construction Co. 102 NW2d 575. 


Exhaustion of Remedies. A Texas ap- 
peals court ruled that a utility which had 
failed to seek a rate hearing before a city 
council, as prescribed by an ordinance fix- 
ing rates, was not entitled to maintain a 
suit to enjoin such rates, despite a con- 
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tention that they were established with- 
out hearing and were confiscatory. Glen 
Oaks Utilities, Inc. et al. v. City of Hous- 
ton, 334 SW2d 469. 


Regulation of Employees’ Bus. The 
Washington supreme court held that an 
association of employees operating a bus 
to and from its place of employment and 
charging members a fixed round-trip fare 
constituted an auto transportation com- 
pany within the meaning of the govern- 
ing statute requiring a certificate. Hor- 
luck Transp. Co., Inc. v. Eckright et al. 
352 P2d 205. 


No Freight Rate Prejudice. In denying 
a shipper relief from an alleged prejudi- 
cial freight rate situation, the Wisconsin 
commission pointed out that where a 
shipper’s adverse location is the dominant 
source of a disadvantage that may exist in 
the marketing of his products, the com- 
mission has no authority to require 
freight rates to be adjusted to equalize 
such a condition. Quality Limestone 
Products, Inc. et al. v. Minneapolis, St. 
P. & S. Ste. M. R. Co. et al. 2-R-3814, 
July 8, 1960. 


New Gas Service Held Feasible. Over 
the opposition of a propane distributor, 
the Federal Power Commission found 
feasible a request for a supply of pipeline 
gas with which to provide service to a 
new community, where ample financing 
could be readily obtained and a pro forma 
income statement indicated a first-year 
return of 3.32 per cent, 4.96 per cent in 
the second year, and 6.38 per cent in the 
third year. Re Midwestern Gas Trans- 
mission Co. et al. Docket Nos. G-18313 et 
al. July 11, 1960. 


Stream Flow Affects Electric Reve- 
nues. The Michigan commission adopted 


SEPTEMBER 29, 1960 


PUBLIC UTILITIES FORTNIGHTLY 





a 15-year average of hydroelectric gener- 
ation for the purpose of calculating op- 
erating revenues of an electric company 
where low stream flow had reduced hy- 
droelectric generation during the test 
year. Re Wisconsin Michigan Power Co. 
D-2903-60.1, January 21, 1960. 


Acquisition Cost Amortized. A pay- 
ment by a natural gas pipeline for an- 
other company’s agreement to sell its in- 
terest in a storage field which the pipeline 
proposed to develop was authorized by 
the Federal Power Commission to be 
charged, for accounting purposes, to gas 
plant acquisition adjustments and to be 
amortized over a period of five years, 
without prejudice to a possible later claim 
to such payment as a proper cost of serv- 
ice for rate-making purposes. Re Texas 
Gas Transmission Corp. Docket No. 
G-19510, July 22, 1960. 


Water Rate of Return. The Pennsyl- 
vania commission denied a small water 
company permission to put into effect 
proposed rates which would produce a 
rate of return of 6.7 per cent on a fair 
value rate base; a 6 per cent return was 
allowed. Pennsylvania Pub. Utility Com- 
mission v. Hendersonville Water Co. 
Complaint Docket No. 17297. 


Cost of Dial Service Recognized. De- 
fending the higher cost of dial telephone 
service over that of magneto service, the 
Missouri commission dismissed com- 
plaints against new rates being charged 
by Twin Lakes Telephone Company, Inc., 
where in one exchange, against which 
there were complaints, the rate of return 
on a net original cost rate base was only 
2.4 per cent and the overall return to the 
company was 5.99 per cent. Wilson et al. 
v. Twin Lakes Teleph. Co., Inc. Case No. 
14,430, August 5, 1960. 
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LON C. HILL POWER STATION = CENTRAL POWER AND LIGHT COMPANY 325,000 kw—3 Un 


ower in Texas... 


A million residents of the Lone Star State get their electric power 
fron the Central Power and Light Company. The rapid growth of this 
utility has paralleled the industrial and economic development Heat fn > Sntiteng fot Bk 
of the Rio Grande Valley and other parts of South Texas services will be sent on request. 
\ hich this company serves. Throughout this program the company 
1as consistently adhered to local architecture which is reflected in 
its attractive and economical plants. The Central Power 
and Light Company is now able to supply nearly one million 
kilowatts of power to their customers in South Texas. 


140 SOUTH DEARBORN STREET, CHICAGO 3, ILLINOIS 
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you will want these two companion volumes 


Preparing 
for the 
Utility 

Rate Case 


by Francis X. Welch, 


B. Litt., LL. B., LL. M. 
320 pages 
Price $10 


MONG the values of this compilation of experiences 

taken from the records of actual rate cases, are the 

reviews of methods and procedures, which have been 
found helpful in — 


> simplifying and speeding up rate 
case groundwork 
& saving time and expense of participants 
& cutting down “lag losses” 
> increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
Proof of the Rate Base 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
Completing the Rate Base; Working Capital 
Operating Expenses 
Operating Expenses, Continued— 
Annual Depreciation 
The Rate of Return 


Rate Adjustments—Allocations 








Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 


B. Litt., LL. B., LL. M. 
400 pages 
Price $12.50 


HIS companion volume deals with those procedural 
matters which come after the preparatory stages of 
the rate case. It presents for the first time the practical 


problems of conducting the case — 


> filing the application 
> introducing the evidence 


& examining the witnesses, ete. 


In fact, it explains the time-saving and effective ways of 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 
The Formal Approach to the Rate Case 
The Attorney-Client Relationship 
Preparing The Petition or Application 
Preparing the Testimony 
Parties—Rate Complaints—Rate Investigations 
Negotiations Before Hearing— 
Prehearing Proceedings 
Setting and Opening The Hearing 
Examination In Chief 
Cross-Examination and Rebuttal 
Evidence in a Rate Case 
The Case for Complainants or Rate 
Increase Protestants 
The Expert Witness 
Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 
Appeal and Review 


fonsis 
Never before has anyone attempted to bring together, in relatively small compass, a comparable nd a 
VaPLOu 


exposition and guide. 


PUBLIC UTILITIES REPORTS, INC... Publishers 
NEW BOOK DEPARTMENT 


SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 
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laystrom Develops Technique 
o Eliminate Field Servicing of 
| Computer Control System 


UNIQUE technique designed to 
minate expensive field servicing of 
<tronic computer control and data 
wing equipment by company engi- 
rs was announced recently by Day- 
rom Incorporated, Control Systems 
vision, a major manufacturer of 
vanced instrumentation. 

Key to the new Systems Service, 
id Chalmer E. Jones, division gen- 
al manager, is that users of Day- 
rom equipment throughout the coun- 
vy, by means of a telephone call to a 
1 Jolla-based console, can put their 
stallations under the hand of a Day- 
rom expert and have him aid in pro- 
ramming or in troubleshooting faults 
ithe system’s operation. 

The service has been proven by a 
kar’s testing from the La Jolla lab- 
ratory. 

The La Jolla console, Mr. Jones 
plained, is identical in function to 
at used in connection with every 
aystrom installation in the country. 
mee it is connected by means of a 
lephone wire to a console in the 
stomer’s plant, it can supervise and 
ontrol the functioning of the custo- 
er’s system exactly as though Day- 
irom personnel were in the custo- 
ner’s plant. In essence, this means 
hat all of the skills that are available 
nthe La Jolla laboratory are at the 
ervice of customers on a 24-hour-a- 
lay basis. 

Any console, Mr. Jones remarked, 
onsists principally of a typewriter 
ind a set of lights. By manipulating 
farious typewriter keys, an operator 
tan shift lights to show how any sec- 
ton of the system is operating at any 
“ven moment. 

“lf the operator in any one of our 
tustomer’s plants found, for example, 
hat the system wasn’t executing a 
branch command’ as he thought it 
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should, he would call La Jolla and ex- 
plain his trouble to one of our ex- 
perts,” Mr. Jones explained. 

“At the suggestion of our man, the 
plant operator would cut his system 
into the telephone line and run his 
program off on our console. Our pro- 
gramming expert would study that 
copy. Once he had found the changes 
to be made, he would punch a piece 
of paper tape to effect the change. 
He would feed this into the tape re- 
corder at the La Jolla console, which 
would automatically reprogram the 
customer’s computer. 

Mr. Jones said that the new serv- 
ice, which will be offered at a nomi- 
nal fee, will give a system’s user com- 
mand of talent worth $100,000 a year 
or more. 


1960 Load Kilovar Losses 
Estimated at 6.5 Billion KWH 


STATISTICS recently released by 
General Electric indicate that an esti- 
mated 6.5 billion kilowatt hours of 
electrical energy will be lost by util- 
ities this year in the transportation of 
kilovars from generating stations to 
load areas. 

According to W. G. Hart, manager 
of power capacitor sales for the com- 
pany’s Capacitor Department, the 6.5 
billion kwh figure represents approxi- 
mately 10 per cent of the total kilo- 
watt-hour losses which electric util- 
ities will experience in 1960. 

Mr. Hart indicated that the loss of 
energy caused by the transportation 
of kilovars—which is expected to be 
even higher next year—can be elimi- 
nated by a wider application of power 
capacitors. He estimated that even 
with a fuel cost as low as 2.5 mils per 
kwh, loss reduction savings justify 
the application of sufficient capacitors 
to raise distribution area power fac- 
tors to near unity. 

In addition to the economical elimi- 
nation of 6.5 billion kilowatt hours 





of energy losses which would result 
from raising distribution area power 
factors to near unity, Mr. Hart 
pointed out that the capacitors would 
improve system voltage, release 
thermal capacity and cut peak load 
losses—thereby making more system 
and generating capability available 
for serving revenue producing loads. 

Today’s capacitor prices permit. 
most utilities to install switched pole- 
top equipment at a cost between $3 
to $4 per kilovar. Two years ago, the 
cost for a similar installation was 


from $6 to $8 per kvar. 























Power Supplied by Queensboro 
Bridge Cables 


THE Queensboro Bridge, which has 
spanned the East river for more than 
half a century, will carry high voltage 
electric cables of the Consolidated 
Edison Company of New York over- 
the-river between Manhattan and 
Queens. 

Enough electricity will flow through 
these cables to serve a community of 
1,500,000 as quickly and as easily as 
you can say “Con Edison.” 

Since 1909, New Yorkers have 
been crossing the Bridge in horse- 
drawn cars, then electric trolleys and 
automobiles, and now, over traffic 


(Continued on page 22) 











































UTILITY COMMERCIAL MANAGER 
For FAR EAST Assignment 

College graduate, preferably 35-55 years 
old, with 10 years minimum experience in 
utility company commercial procedure, cus- 
tomer relati and cust service. Foreign 
experience desirable. In advisory capacity, 
will direct studies of commercial policies and 
procedures. 

Contract approximately 1 year. Salary sub- 
ject to negotiation. Liberal benefits include 
housing. Family may accomp 
paid. 

Send resume and state salary required to: 


COMMONWEALTH SERVICES, INC. 
300 Park Avenue 
New York 22, New York 
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INDUSTRIAL PROGRESS—( Continued) 


lanes that flank the Bridge in heavy 
buses. 

It is underneath these electric trol- 
ley lanes that Con Edison is laying 
cable. 

Three difficult engineering prob- 
lems accompanied the decision to use 
the old bridge: 

One was the problem of vibrations 
set up by heavy traffic; a second was 
the restricted space in which the 
cables would be placed; a third was 
the virtual impossibility of mainten- 


ance once the installation was com- 
pleted. 

Technicians of the Crompton & 
Knowles Corporation of Worcester, 
Mass., sat down with E. G. Watkins, 
Con Edison’s division engineer, and 
Joseph Florian, the project engineer. 

The plan was to carry cables— 
transmitting electric energy at 69,000 
and 138,000 volts in 2,000 MCM 
cables—in grade A steel pipes having 
a one-quarter inch wall and an out- 
side diameter of 8 and % inches. 





steps 


4 


bees 


An anchor is being 
forged here. The three- 
man-to-a-side crew, 
tugging alternately on 
the two ends of a rope, 
spin a geared flywheel 
which supplies power 
to the triphammer. 


gh PAT Sk RR ee 


vs. bé ONE ” 


This exclusive R & S service is made possible by 
this machine of our invention 


It is a needless and costly tug-of-war finding the time for your 
personnel to compile rate bill analyses, when our “One-Step” Method 
can do the job faster, better and more economically. 

The triphammer production speed and accuracy of “One-Step” 
monthly rate bill analyses offer a two-fold advantage to rate engineers: 
1. always up-to-date figures on present consumption can be safely geared 
to future operational planning; 2. the widely recognized validity of our 
analyses are a definite plus in preparing and presenting rate cases. 

Change-over to the “One-Step” Method is easy, and your personnel 
is not involved in compilation—all the work is done in our office. The 
full story is in our booklet, “One-Step” Method of Bill Analyses. 


A note to Dept. U-4 will bring your copy 


RECORDING & STATISTICAL 


CORPORATION 


100 Sixth Avenue - 


New York 13, N. Y. 


Six pipes were to cross the 3,7@ 


foot run on its north and south sj 
One of the basic engineering pr 
lems confronting Con Edison 


Crompton & Knowles involved s 


ports for cable-carrying pipes, w 
weigh approximately 50 pounds 
lineal foot each — a total 
pounds per lineal foot. 

The requirement was developm 
of a bracket assembly with unus 
properties, and the engineers tur 


ot 


to ductile iron, a material in whi 


Crompton & Knowles had pioneer 
Ductile iron has three prim 
properties in which they were int 
ested: it has the corrosion resista 
of cast iron; it has the strength 
steel; and it can be moulded. 


ASTM ttest methods and rad 


graphic tests established that ducdf*” 


iron brackets would give adequ 
safety and perform to expectations 

When subjected to breakage te: 
the Crompton & Knowles ductile i 
bracket rollers withstood a pressure 
14,000 pounds, providing a 300 1 
cent factor of safety in the materi 

When installation was complet 
records showed that no welding 
required—it was simply a nut-ar 
bolt installation without templates 
for the brackets themselves served 
a template for drilling bolt holes. 

The problem of future maintena 
of the brackets was virtually elit 
nated because the Crompton 
Knowles ductile iron castings hi 
corrosive resistance equal to cast ir 

Each bracket assembly supporti 
six of the 8-5¢ inch diameter pi 
has a total weight of 275 pound 
They are spaced every 12 to 25 f 
along the 3,700 foot length of t 
bridge. 

A component part of each brac 
is set on rollers of ductile iron to p 
vide easy rolling motion during c¢ 
traction and expansion of the pipe: 


enha 


eflecti 


The entire assembly is support fe 


independently of expansions and c 
tractions of the bridge itself. 


The rollers are coated with re-elf ‘ 


forced polyester resin, which acts 


an insulation between the pipes af! 


the bridge structure and provid 
protection against stray electric c 
rent resulting from other servic 
using the bridge. These rollers we 
coated by Beetle Plastics, a divisi 
of Crompton & Knowles Corpor: tid 
at Fall River, Mass. 


Elimination of future maintenin 


on the pipes themselves was solve: | 
using an epoxy resin coating re-e 
forced with glass mesh—a covert 
that is 20 mills in thickness. 

On completion of the installatio 
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INDUSTRIAL PROGRESS—( Continued) 

















3 the 3,7 dway will cover the pipes with are: To support the American sys- To render service of such high type 
south sidings 260 feet long near each end tem of competitive enterprise as the as to earn general approval, appreci- 
ering prMlie bridge to provide access for foundation of democracy, freedom ation and good will of the customers 
“dison dire cable splicing. and prosperity, and a higher stand- and communities Lone Star serves. 
volved shy Idison is completing the proj- ard of living for all. The enlarged promotion program 
Ipes, whihuictly and without any interrup- To conduct business in such a way was developed under the supervision 









pounds jfin existing traffic on other lanes. as to remain financially stable, sound of Charles G. Barndt, Lone Star pro- 
al of @fore long automobiles will carry and healthy so that successful opera- motion director. 

Yorkers between Manhattan and __ tions may be continued. “Purpose of the program,” said 
evelopm@ens on a permanent roadway be- To place Lone Star people in a Mr. Barndt, “is to cause people to 
th unusf; which Con Edison cables will position to work in such a manner think well of us. Many of our em- 
ers turmfy «nough electricity to serve a that the best possible results will ac- ployees have been doing a superla- 
| in whiimunity of 1,500,000. crue to them, their communities and tive job in this respect for a long 










their company. (Continued on page 24) 
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> Primébne Star System Introduces 











vere in e 
vegjfplarged Promotion Program 
tai ee . This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
treneth enlarged, contin uing promotion The offering is made only by the Prospectus. 
d rain based on the theme of 









we than 6,000 friendly people 
axing together to serve our com- NEW_ISSUE 
itics better” has been launched 
Lone Star Gas Company and 
ge Star Producing Company. 


Lone Star’s community responsi- 150,000 Shares 
complete gas service,” said L. T. . ‘ 
-matergter of Dallas, president of the P bl S € 

@ companies. “We have the addi- U 1C ervice Oompany 
al responsibility of functioning as 


rood citizen’ in all areas of our { C | d ; 
rations . . . community service, if O O Ora O 
please, rendered by working in , 
alf of church, civic, welfare and 4.90% Cumulative Preferred Stock 
ee worthwhile community enter- ($100 Par Value) 


es. 


September 14, 1960 


















nut-ar 
nplates 
served 
10les. 










intenar 
lly elingfS) 
ypton Bihis is not a crash program to 
ngs hagconducted for a short time, then 
cast ir@ppped,” he continued. “It is a long- 
ipporti@ge Program designed to strengthen : 
via pie enhance Lone Star’s reputation Price $100 per share a 
poungllecting the total impression made i es 
f@lLone Star on the public.” 




















limited to the customers of Lone 
tr. It also includes shareholders 





. brac 











n to prgthe Companies, dealers, suppliers, er i ne 
ite oe 42 2 i ie ; Copies of the Prospectus may be obtained from any of the several underwriters, 
ing comncial groups, people from W hom including the undersigned, only in States in which such underwriters are qualified to 
> pipes lease land and mineral rights, act as dealers in securities and in which the Prospectus may legally be distributed. 
ipporterning bodies who help define the 

and cofmework of our operation, non- 





omer residents of our communi- 
, and every single member of the 
















h re-e 

acts fe Star organization.” The First Boston Corporation Blyth&Co.,Inc. Smith, Barney & Co. 
pes aglhe Lone Star president empha- a 
yrovidged that Lone Star people are the Kuhn, Loeb & Co. Eastman Dillon, Union Securities & Co. 
ric cugndation of the promotion program. ; 
servicgur peoplé,” he said, “are encour- Goldman, Sachs & Co. Harriman Ripley & Co. _—_ Kidder, Peabody & Co. 





Incorporated 





filence and trust from the peo- Lehman Brothers Merrill Lynch, Pierce, Fenner & Smith 
ncorpora 






orati@® We serve.” ae . 
M:. Potter explained that a 10- Salomon Bros. & Hutzler Stone & Webster Securities Corporation 

tenin@mt guide has been adopted for : . 

lve ne Star people to use in their White, Weld & Co. Dean Witter & Co. Boettcher and Company 










ryday, regular work. “The guide,” 
pverii™ said, “will aid us in reaching ob- 
tives of our Promotion Program.” 


Bosworth, Sullivan & Company, Inc. 



























INDUSTRIAL PROGRESS—( Continued ) 


time. Their efforts have helped to 
develop public confidence in the value 
and integrity of Lone Star.” 

The promotion program theme of 
“More than 6,000 friendly people 
working together to serve our com- 
munities better” will appear on Lone 
Star stationery, gas bills, truck cards, 
personalized business cards, sales 
promotion materials, home economics 
bulletins, shareholder reports, news- 
paper, radio and television advertis- 
ing, employee magazine masthead and 
other promotion media. 

A prize of $100 will go to the Lone 
Star employee who writes the best 
letter on “How I help in promoting 
the best interests of my Company.” 
Prizes of $50 and $25 will go to sec- 
ond and third place winners. Subject 
of a similar contest will be “How I 
serve my community.” 


Plans Formulated for 1961 
National Electrical Week 


PLANS to make the 1961 observance 
of National Electrical Week another 
outstanding industry endeavor were 
formulated in New York recently at 
a meeting of the full National Elec- 
trical Week Committee, representing 
all the major segments of the elec- 
trical industry. The 1961 Week will 
be observed February 5-11. 

The 1961 Planning Guide is in 
production and will be distributed to 
6,000 industry leaders and groups 
throughout the country in mid-Octo- 
ber. It will outline details of how 
various participating groups can plan 
and carry out their own National 
Electrical Week observances. 


Chairman Harold A. Webster an- 
nounced that more than 80 companies 
have been contacted in efforts to 
build a strong nationwide backdrop 
for the Week’s activities. The 80 
firms engage in extensive national 
advertising in television, radio, news- 
papers, trade and shelter magazines 
and other media. Among the com- 
panies that have already indicated 
their intention to support the Week 
are: 

Admiral Corporation, Allis-Chal- 
mers Mfg. Company, Aluminum 
Company of America, Amana Re- 
frigeration, Inc., American Motors 
Corporation, American Radiator & 
Standard Sanitary Corporation, 
American Telephone & Telegraph 
Company, The Babcock & Wilcox 
Company, The Black & Decker Mfg. 
Company, Blaw-Knox Company, Car- 
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rier Corporation, Cavalier Corpora- 
tion, Crouse-Hinds Company, Ford 
Motor Company, Foster Wheeler 
Corporation, General Motors Cor- 
poration (Frigidaire Division), Gen- 
eral Telephone & Electronics Cor- 
poration, Goodyear Tire & Rubber 
Company, Hotpoint Company, I-T-E 
Circuit Breaker Company, Jones 
& Laughlin Steel Corporation, The 
Maytag Company, Motorola, Inc., 
Ohio Brass Company, Ovwens- 
Corning Fiberglas Corporation, Penn 
Controls, Inc., Philco Corporation, 
Republic Steel Corporation, Smoot- 
Holman Company, Thomas Indus- 
tries, Inc., Triangle Conduit & Ca- 
ble Co., Inc., Union Carbide Corpo- 
ration, United States Steel Corpora- 
tion, The Western Union Telegraph 
Company, Westinghouse Electric 
Corporation, and The Wiremold Com- 
pany. 

The Week’s nine sponsoring groups 
have announced plans to do extensive 
communications jobs within their 
memberships to spearhead the ob- 
servance. The sponsoring organiza- 


‘tions are: American Home Lighting 


Institute, Canadian Electrical Coun- 
cil, Edison Electric Institute, Inter- 
national Association of Electrical 
Leagues, International Brotherhood 
of Electrical Workers, National Ap- 
pliance Service Assn., of Electrical 
Distributors, National Electrical Con- 
tractors Assn., and National Elec- 
trical Manufacturers Assn. 


A number of other important in- 
dustry organizations are preparing 
materials for use during the 1961 
Week. Reddy Kilowatt, Inc., Elec- 
tric Companies Advertising Program, 
and Public Utilities Advertising Asso- 
ciation are all preparing copy and 
advertising materials for their par- 
ticular audiences. 

In addition, a number of observ- 
ance materials will be offered through 
the N. E. W. headquarters—speeches, 
reproduction proofs of the N. E. W. 
emblem, special pamphlets and dis- 
play materials, Edison Replica Lamps, 
television film clips and others. 

Several special exhibits are planned 
by industry groups. The Seventh An- 
nual National Electric Farm Power 
Conference in Louisville September 
21-23 featured an address by a repre- 
sentative of the National Electrical 
Week Committee. The National Elec- 
trical Contractors Association are 
planning a display and similar address 
for their October exhibition in Las 
Vegas, Nevada. 


Press Preview of 
Bergen Generating Static 


ON Tuesday, September 20th, 
bers of the technical press join 
an inspection and press previe 
Bergen Generating Station, the 
addition to the electric syste 


: ne C. Lt 
manufacturer pioneered jointly Elect: 
new concept in large turbineg,— 
erators which resulted in comg.’ 
ness of design and repetition of 
jor components, 


pound, 3600-rpm units are t@ 
Each unit has a high-pressure J 
bine on one shaft and an inierng.. 
ate-pressure turbine on the o 
Both shafts then have identical 
pressure turbines and _ genera 
Boiler-feed pumps are driven by 
generator shafts, eliminating the J 
tomary motors and controls. A s 
annunciator system monitors 
critical points in the station. A ¢ 


at a rate of five points per sec 
and prints out any off-normal r 
ings. A computer prepares all of 
unit-performance calculations anc 
ports, displays computation as de 


control for optimum efficiency. 
Engineers who were respon 

for the design of the station and t 

who are now running it were pregkas 

to explain the equipment and ansfkough 

questions. 


Electric Industry to Exhibit « 
New York 1964-1965 
World's Fair 


EDISON Electric Institute, tradelfs 
sociation of investor-owned cle 
companies in the United States, 
be an exhibitor at the New Yfhong 
1964-1965 World’s. Fair, it was 
nounced recently by Sherman 
Knapp, president of the Institute 
president of The Connecticut Li 
& Power Company. 

The Institute expects to have 
000 square feet at the Fair, the m 
imum space permissible to a 51 
exhibitor. 


pany leaders has been appointed ‘0 
velop plans for the industry’s exhi 
With Ernest R. Acker, president 
Central Hudson Gas & Electric Co 
as chairman, the Committee’s iné 
bers are: Harllee Branch, Jr., p 
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yof iit, The Southern Co. Inc.; H. J. 
j Statiogive'l, president, Western Massa- 
r 20th, geet's Electric Company; J. E. 

‘ett, president, The Montana 






i ver Co.; E. H. Dixon, president, 
ddl: South Utilities, Inc.; Willis 
e, chairman of the board, Com- 
nwealth Edison Co.; IE. L. Lind- 
_ chairman of the board, The 
veland Electric Illuminating Co.; 











Duan) C. Luce, president, Public Serv- 

Leek Electric & Gas Co.; E. J. Mac- 

ia a Il, president, Niagara Mohawk 
om : 





wer Corp.; J. W. McAfee, presi- 
t, Union Electric Co.; Harold 
chairman of the board, 
Edison Co.; 
G. Rincliffe, president, Philadel- 
Electric Co.; W.H. Sam- 
president, Ohio Edison Co.; 
ili) Sporn, president, American 
ctric Power Co. Inc; J. B. 
omas, president, Texas Electric 
rvice Co.; E. S. Thompson, chair- 
“an of the board, The West Penn 
i 5 and J. J. Tuohy, presi- 






ry. 
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Automatic Operation of 
342,000-Kilowatt Power Unit 


342,000-kilowatt generating plant 
w being constructed by the Public 








ut magirvice Electric and Gas Company 
ncy New Jersey will operate under the 









trol of a digital computer system 
eloped by Westinghouse to in- 
pase Station reliability and efficiency 
rough automatic operation. Installa- 
in of the Prodac computer control 
scheduled to begin in late 1961 
Unit 5 of the company’s Sewaren 












65 nerating Station, about 10 miles 
th of Newark, N. J. When op- 
htional in early 1962, it will be the 

trade—ist Prodac control computer built 





Westinghouse for the automatic 
ntrol of a generating station and 
ong the first applications of the 
w computer for industrial process 
ntrol, 

lhe computer will have the ability 
start, operate, and shutdown the 
iler, turbine-generator, and plant 
ixiliaries in accord with pre-estab- 
hed programs for both normal and 
normal conditions. Operating pro- 
ams will be read into the computer 







Was 
rman 
‘itute 











ric cq 
edio@ttrol from punched tape, stored 
exhi’ use as needed in a memory unit, 






d executed according to computa- 
ns based on process data received 
mam hundreds of sensing points 
roughout the plant. 
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The system will assimilate the out- 
put of instruments and relays at high 
scanning rates and will process this 
data and other data in storage to 
compute heat rates, boiler and system 
efficiencies and other indexes neces- 
sary to optimize plant operation. It 
will also log and display the status 
of all key plant functions periodical- 
ly or upon the operator’s command. 


The computer control system will 
provide the station operator with 
close control of the unit at all times, 
but stored programs will cover all 
conceivable operating conditions and 
will apply to all main unit functions. 
Controls for the major analog-type 
sub-loops normally provided for 
plants of this type will be modified 
to permit complete integration with 
computer control. Many of these sub- 
loop control systems will be continu- 
ously monitored by the computer at 
the same time that it is performing 
calculations and issuing control sig- 
nals for optimizing unit operations. 


The computer will be built by Wes- 
tinghouse’s power control and com- 
munication department in East Pitts- 
burgh, which will also coordinate all 
Westinghouse participation in the 
contract. The computer will be built 
for service in industrial environ- 
ments; it will use solid-state compo- 
nents exclusively except for the merc- 
ury-wetted relays used to switch in- 
puts and outputs. 


F. Stan Romanse Appointed 
Boiler Division Purchasing 
Agent by Babcock & Wilcox 


I. STAN ROMANSE has been 
named division purchasing agent of 
The Babcock & Wilcox Company’s 
3oiler division, it was reported recent- 
ly by J. P. Craven, vice president in 
charge of the division’s erection and 
manufacturing department. He suc- 
ceeds J. R. Connell who has resigned 
to accept a position on the executive 
staff of Jessop Steel Company and its 


subsidiary companies with head- | 
quarters at Washington, Pennsyl- | 
vania. 


Mr. Romanse will make his head- 
quarters in Barberton and in his new 
position will be responsible for 
all purchasing activities affecting 


B&W boiler manufacturing facilities | 


throughout the United States. He 
will report to J. P. Craven at the 
division’s headquarters in Barberton, 
Ohio. 
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WHAT'S IN 
A TITLE! 


Executives of local utilities 
frequently are assigned respon- 
sibility for management in sev- 
eral diverse areas of operations. 
Are you faced with this problem 
of wearing several hats at one 
time? 


“Community 
Relations 





If so, you and your associates 
will be glad to learn that you 
can obtain a basic understand- 
ing of the non-technical aspects 
of utility operations. 


Write today for information 
about the P.U.R. Guide. Join 
over 240 other gas, electric, 
water and telephone utilities 
which have participated in this 
program, created specifically 
for you. 


The OnTEY Guide 
Gana” 


332 Pennsylvania Bldg. 
Washington 4, D. C. 

















PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








64 years of leadership in property valuation 
m- AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 ‘cities coast-to-coast 




















CONSULTING ENGINEERS 
- Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


80 Pine Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 
Rete Cases Management and Market: Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 

















BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design © Research and Development @ Construction ® 
Electric, Steam and Hydro Plants © Aeronautical and Missile 
Facilities © Surveys @ Nuclear, Chemical and Industrial Plants @ 
Transmission © Distribution © Reports 


160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D. C. e Hempstead, L. |. * Santa Monica, Calif. 




















SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common weal th 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 




















Mention the FortN1GHTLY—/t identifies your inquiry 
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DAMES & MOORE 


Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo, 
geological, and geophysical investigations for pipeline and transmission line routes, Geological- 
geophysical-soil mechanics investigations for recovery and use of marginal land, and for dam 
design and construction, 


CHICAGO NEW YORK SAN FRANCISCO HONOLULU 
LOS ANGELES PORTLAND SEATTLE ATLANTA SALT LAKE CITY 











DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











- Design 

- Engineering 

- Construction 
DRAKE & TOWNSEND 


Incorporated 


11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 
peak shaving 
EMPIRE GAS and stand-by 
plants for 
ENGINEERING CO. ee 


P.O. Box 1738. + industry 
‘ + design 
Atlanta 1. Georgia ‘constuction 








£, Jord, Bacon & Davis 


D& VALUATION Fn incerse GONSTRUCTION 
REPORTS G i RATE CASES 


NEW YORK @ MONROE, LA. © CHICAGO @ SAN FRANCISCO 








| 
| 
| 





ER 29, 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems © Economie and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 








(Professional Directory Continued on Next Page) 
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Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 

















New York WESTBURY CLEVELAND TUCSON 

GIBBS & HILL, inc. 

Consulting Engineers 
DESIGNERS ¢ CONSTRUCTORS 

PENNSYLVANIA STATION NEW YORK 1,N. Y. 

GILBERT ASSOCIATES, INC. 
ENGINEERS and CONSULTANTS 
525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON « NEW YORK 








5S Liberty Street 


W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


New York 5, N. Y. 








HARZA ENGINEERING COMPANY 


Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 


HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 


400 West Madison Street 


I GATION — RIVER BASIN DEVELOPMENT 


Chicago 6, Illinois 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 


COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 


Michigan Theatre Building 





Ann Arbor, Michigan 








NOrmandy 8-7778 
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PROFESSIONAL DIRECTORY 


(continued) 





Personalized Piping System Flexibility Analyses 


Piping flexibility studies made with Available on a confidential basis 
Kellogg’s electronic computer, to consulting engineers and engineering 
individualized on your company forms. departments. Write for details to: 


FABRICATED PRODUCTS SALES DIVISION 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 











Tbe Khu lj ian loyounlion 


ENGINEER'S ° cows TRUCT O Ris 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 


Utility Management Consultants for past 35 years Specializing in 
GAS CLASS COST ANALYSES for Developing CLASS RATES REGULATORY 
oar OF RETURN and UNIT COSTS for use in neusencaeat 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 





17 BAYWATER DRIVE DARIEN, CONN. 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS. ~-DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 














MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


e complete management 
NATIONAL CITY : 
poaiarocane™ ® consultation 


—— — 








[MAD Sted e special investigations 
=_— NATIONAL CITY MANAGEMENT COMPANY 
—_ Prudential Plaza — Suite 3500 ~ Chicago 1, Illinois * MOhawk 4-6500 

















Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 





SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 


Special Operating Studies 
Planning and Design 


Reports for Financing 
Economic Studies 
Regitlatory Representation 


eS 








SANDERSON & PORTER 
CONSTRUCTION e REPORTS & 
SURVEYS 














Hee 


SARGENT & LUNDY 


ENGINEERS 
Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 


140 South Dearborn Street, Chicago 3, Ill. 


TUUTAUUVU ADEA TEAL AAT 
VOQUDUDEDEEL EOL EA EAA een 


THEE eet 





STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies © Property Records 
345 Hudson St. Warkins 4-6400 New York 14, N. Y. 














NEW YORK 


STONE: WEBSTER E- 
CHICAGO 


ENGINEERING CORPORATION coon 


SAN FRANCISCO 


DESIGN + CONSTRUCTION « REPORTS » APPRAISALS LOS ANGELES 
EXAMINATIONS + CONSULTING ENGINEERING —. 








Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 





DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2 MARYLANOG 
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PROFESSIONAL DIRECTORY 
(concluded) 





BURNS '& McDONNELL 


Engineers-Architects-Consultants 


4600 E. 63rd St. Traffieway 
Kansas City 41, Missouri 








LUTZ: & MAY COMPANY: 


Consulting Dngimeers 


PUMPING PLANTS—ELECTRIC es 
REPORTS—DESIGNS—APPRAISALS ‘ 


1009 Baltimore Kansas City 6. Mo. 





STEAM, GAS « DIESEL POWER STATIONS |. 
SYSTEMS 











EARL L. CARTER ..... 

Consultirg: Engineer <: 
REGISTERED IN INDIANA, NEW YORK,. OHIO, 
PENNSYLVANIA, WEST ‘VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
_for the GAS INDUSTRY 


CONSOLIDATED 
GAS AnD SERVICE CO. 


327 So. LaSalle St., Chicago 4, Ill. 











PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 


Main Office, Pittsburgh, Pa. 
32 Laboratories Ix Principal Cities 





Testing—Inspection—Analysis +? 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


HARRISBURG, PENNSYLVANIA 





ya S. SCHULMAN ELecrnric Co. 


Electrical Contracting Engineers 
formdea 1890 
PowER STATION—INDUSTRIAL— 
COM MERCIAI.--TRANSMISSION, LINES— 
DISTRIBUTION — ; 











2416 8. MICHIGAN AVE, . 
CaicaGco, Oi. 











INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missoari 











SVERDRUP & PARCEL 
Engineers & Consultants 
Design, Constrection Supérvision 
Steam and Hydro Power Plants 
Power Systems—iadustrial Plants 
Studies—Reports 


St. Louis ° Sen Francisco . Washing ios 











Jackson & Moreland, Inc. 


Jackson & Moreland International, Inc. 
Engineers and Consultants 


ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 

SURVEYS—APPRAISALS—-REPQRTS 
MACHINE DESIGN—TECHNICAL PURLICATIONS 
BOSTON — WASHINGTON — NEW YORK 














A. W. WILLIAMS INSPECTION CO., INC. | 


Specialized Inspection Service 
Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 
208 Virginia St., Mobile, Ala. 
St. Louis 





New York Pertiand 
Inspectors stationed throughout the U.S.A. 
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A product of Chrysler Corporation 


bus 1est trucks Dodge has ever built. With tight-fisted Cummins diesels DO DGE 
¥ni :kel-pinching Dodge V-8 gasoline engines. Real misers with fuel. And 
it to give you the biggest payloads in the business. In cab forward 

od sls like this one, 28" from bumper to front axle and 8934” BBC, allows > ai 

Efi. trailer in 45-ft. over-all length, 40-ft. trailer in 50-ft. over-all length. ==" Bo ls Het” Sal 
bc! sive swing-out fenders and 90-degree-opening hood permit ‘‘walk- TO U GH 
}’ rraintenance and engine servicing. '61 Dodge trucks are rated from 

80: Ibs. GVW to 76,800 Ibs. GCW. Priced to compete with any truck “J © 

lm ng or going. Toughen up your fleet. See your Dodge dealer now! ad 








BMAP 


Columbia Gas} 
serves a very special 
part of Americaj 





Thirty Per cent of 
oe Snatural gas cus- 
the ae. 22 per Cent of 
| . _': POpulation— 
" . mh oe sa Seven states 
a. G 
Olumbia Serves. 


‘ 
‘ 








THE COLUMB 


Throughout its service territory—in Ohio, 
Pennsylvania, West Virginia, Kentucky, A sousnnin ons ie 
~ COLUMBIA HYDROCARBON CORPO 


120 EAST 41st STREET, NEW YORK 


Virginia, Maryland and southern New 
CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacC 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP. 


York — natural gas continues to be the 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, 
° PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT 
preferred fuel for home and industry. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. : 


a oe 
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